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THE PUBLIC REGULATION OF WAGES IN GREAT 
BRITAIN ! 


I 


A GREAT change has taken place during the last twenty years 
in the methods of negotiating wage-changes. In 1910, when the 
Labour Department of the Board of Trade published thé result 
of an inquiry into collective agreements, it was estimated that 
2,400,000 workpeople worked under conditions specifically regu- 
lated by such agreements. The report adds—and the addition is 
important—that there were a large number of other workpeople 
whose wages, hours of labour, and other conditions followed, and 
were in effect governed by these agreements; but a generous 
allowance for this addition will still leave the total far short of 
the wage-earning population, which, excluding domestic servants 
as outside the probable field of collective bargaining, numbered 
about thirteen millions. 

Trade unionism was, however, spreading. In 1914 the total 
membership, which at the time of the inquiry was 2} millions, 
had grown to over 4 millions. It reached a peak of 84 millions 
in 1920, and was still 4,908,000 in 1927, the latest year for which 
returns are available. More significant in principle than this 
expansion of an existing instrument of control was the direct 
intervention of the State in the fixing of wages by the Trade 
Boards (Minimum Wage) Act of 1909. Confined at first to trades 
in which wages were “exceptionally low,” this Act made the 
settlement of minimum rates of wages by a representative joint 
body compulsory, associated with the representatives of the work- 
people and employers, impartial members, who would represent 
the interest in the settlement of the general public and also 
ensure a decision in case of deadlock, and provided for the enforce- 
ment of the rates fixed by the appropriate Government Depart- 

1 Presidential Address to Section F of the British Association, South Africa, 
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ment. The scope of this machinery was extended after 1918, 
when an Amending Act substituted for “‘ exceptionally low wages ”’ 
the absence of adequate machinery for the effective regulation 
of wages as the differentia of the trades to which the Acts might be 
applied; and in 1925 it was estimated that a million and a half 
workpeople had their wages regulated by Trade Boards. A less 
revolutionary extension of Government activity was the approval 
given to the Whitley scheme of Joint Industrial Councils and 
assistance in the formation of such councils; as a result of which 
it was estimated, rather optimistically, that three million work- 
people were covered in 1925.1 In the same category may be 
placed the scheme of Conciliation Councils in the railway industry, 
embodied in Part IV of the Railways Act of 1921. Finally, 
temporarily by the Corn Production Act of 1917, and permanently 
by the Agricultural Wages Boards Act of 1924, the benefits, 
whatever they may be, of organised settlement of wage-rates by 
representative bodies were extended to the last great unorganised 
group, the agricultural labourers. It is not possible to compute 
a figure for a recent year to correspond with the 2,400,000 of 1910, 
because the status of collective bargaining in certain important 
industries is obscure ; but if we add together the numbers covered 
by Trade Boards, Agricultural Wages Boards, Joint Industrial 
Councils, and Unions in certain industries, which, like coal and 
cotton, have adopted none of these forms of organisation, we get 
a total of eight millions out of a wage-earning population which, 
excluding domestic service, numbers something under fourteen 
millions. When we remember that the influence of an agreement 
or a determination reached by a representative body tends to 
go beyond the limits of the membership of the organisations, and 
even trades, directly represented, we may safely conclude that 
there are few important gaps left in the provision for the settle- 
ment of wages by collective bargaining in Great Britain. 

The precise nature of this change is worth some consideration. 
Tc was not the introduction for the first time of standardised rates 
of pay in time-work occupations. Even if we leave out of account 
the considerable part of the field covered by trade unionism at 
the beginning of the century, it is probable that in most districts, 
in which an occupation was followed by considerable numbers, 
there were customary rates commonly recognised, which the 
majority of employers observed. These rates were not so definite 
and secure as they became when they were embodied in a col- 
lective agreement; but, outside the so-called “‘ sweated trades,’’ 

1 Balfour Committee, Interim Report on Industrial Relations, p. 47. 
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they were a limitation on the freedom of the individual cmployer 
to vary rates. Immediately, wages were fixed for him rather 
than by him, although ultimately they had to conform to the 
demand for labour, of which he was the channel. Nor was the 
change a universal substitution of collective for individual bar- 
gaining about rates. In piece-work industries after the change, 
as before, the vast majority of rates were settled by an individual 
bargain between the workman and the employer’s representative. 
The change was a change in the procedure by which general 
changes in wages are effected, in response to general changes in 
the economic conditions of a trade or of industry as a whole, 
and its essence, was the extension of collective bargaining for this 
purpose from a part of the field of commercial wage-employment, 
say a quarter, to the whole. 

The effects of collective bargaining are, of course, not limited 
to general changes in wages. It provides an opportunity of 
effective appeal against grievances of all kinds, which does not 
exist in its absence, and tends to a more definite standardisation 
of wages and conditions. When first introduced it usually brings 
about a rise in wages; the Agricultural Wages Boards, when first 
established in 1924, raised weekly wage-rates by an average of 
3s. a week, although there was no change in the economic condi- 
tions of English agriculture to justify any such change, and the 
first Trade Boards in some cases established minima that were 
double the rate of earnings ruling in important districts before. 
But the significant and essential change was the change in pro- 
cedure. Wage-rates in any case have to be adjusted to changes 
in the demand for different kinds of labour, changes in the pur- 
chasing power of money, changes in the general prosperity and 
activity of industry. Before the war, outside the organised 
industries, the adjustment was made by the individual action of 
the employers, who first felt the need; to-day the process of 
general wage-changes has, we may say, been constitutionalised. 


II 


The extension of public regulation of wages in this sense from a 
part to the whole of the field of commercial wage-employment 
could hardly be without some effects upon the general industrial 
situation. In their classic study of the effects of collective 
bargaining Mr. and Mrs. Webb lay chief stress upon its influence 
in increasing the efficiency of industry. They draw a sharp 


distinction between the policy of restricting numbers in a trade 
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and that of imposing common rules. Their survey of trade 
unionism showed that the former policy, anti-social and self- 
defeating, was adopted by a smaller and smaller proportion of 
unions, and was becoming more and more difficult of application ; 
the discarding of any attempt to restrict numbers, and the con- 
centration on the policy of imposing standard or minimum rates 
and conditions, was growing, and was the chief characteristic 
of trade unionism in the expanding industries. This policy 
increased industrial efficiency in two ways, by its reaction on the 
workman and by its reaction on the employer. The workman, 
prevented from securing employment by accepting a lower rate 
of pay than his competitors, was compelled to improve his efficiency 
and was enabled to do so by the increase in income and security 
that trade unionism usually brought. More important were the 
reactions on the employer. Stopped from taking the easy but 
dangerous path to lower costs of cutting wages, he had to find 
other means of increasing output in relation to wage-payments. 
Hence trade unionism encouraged an increase in the scale of 
production, a more extensive use of mechanical equipment, a 
more eager search for technical improvements, and, generally, 
the economy of labour. It did not extinguish competition, but 
diverted it from wages to other factors in costs. 

The rapid expansion of the unionised coal, cotton and engineer- 
ing industries in the decade following the publication of this 
analysis seemed to confirm its soundness. The decline and stagna- 
tion of the same industries in the last eight years prompts the 
inquiry whether this influence has exhausted its potentialities. 
The evidence collected by the Balfour Committee, while not 
decisive, points to the conclusion that labour-cost in the export 
industries has risen as much as, and possibly more than, wage- 
rates, which implies that such increase in efficiency as these 
industries have been able to secure has not been more than 
sufficient to compensate for the reduction in hours of work.1 In 
the trades to which Trade Boards were first applied, many instances 
were afforded of improvements effected under the stress of the 
need to economise labour, and in some of them, for instance the 
clothing industries, a marked increase in scale, such as the Webbs’ 
analysis would lead one to expect, took place. We should expect 
the reactions of this kind to be greatest in the trades in which 
wages and conditions had been worst, and in the period immedi- 
ately following the first application of control. 


1 Balfour Committee Further Factors in Industrial and Commercial Efficiency, 
pp. 92 et seq. 
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Whether the influence on efficiency has continued and is 
general, the abnormal condition of British industry makes it 
difficult to decide. The large amount of short time, the increase 
in other costs, and the financial difficulties which prevent large 
numbers of firms from installing improvements, which they would 
like to instal, all obscure the issue. Without, however, attempt- 
ing to decide the larger question, we may note two things. 

The first is that the contemporary experience of America 
shows that collective bargaining is not a necessary condition or 
the only means of stimulating an increase in efficiency. Since the 
pre-war period, while British industry with its new equipment of 
universal collective bargaining has at most increased output 
sufficiently to compensate for the reduction in normal hours, 
manufacturing output per head in America increased in the ratio 
of 105 to 147 between 1919 and 1925. In the same period the 
extent and strength of trade unionism in America declined, except 
in certain industries, in which the unions have departed from the 
old policy of leaving the employers to find ways and means of 
meeting their claims, and have assumed a direct responsibility 
on behalf of their members for reducing labour-costs as a condition 
of maintaining or increasing wage-rates. 

The second note is this. In so far as the extension of collective 
bargaining does stimulate or compel economy in labour—and, if 
it has not done so on any large scale at present, it may do so in 
the near future—it may maintain wages at the expense of increas- 
ing unemployment. In the great export industries of coal and 
cotton, for example, demand for British production appears to 
be inelastic, and considerable reductions in cost have not resulted 
in any substantial increase in employment. Moreover, much of 
the employment at present given is given at a loss. A reorganisa- 
tion that made it possible to maintain present wage-rates without 
loss would probably, therefore, involve a reduction in the numbers 
to whom employment could be given. Such an extrusion of 
unwanted labour, as a result of improvements in the technical 
processes or organisation of industry, is a normal incident of 
economic progress; and the hardship it may involve need be only 
temporary, provided that the expansion of industry as a whole 
is great enough and rapid enough to absorb the extruded labour. 
When all the industries of the country adopt collective bargaining, 
and all begin to adopt the policy of holding up wage-rates, leaving 
it to the employers to tune up industry to the pitch at which such 
rates can be paid, the numbers of extruded workers for whom the 
new and expanding industries have to find employment is likely 
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to be increased, and the rate of expansion of industry as a whole 
becomes a factor of much wider and more pressing interest in 
wage-negotiations than before. 


Til 


Mr. and Mrs. Webb in their rationalisation of trade union 
policy distinguished sharply, as we have seen, between the effects 
of a policy of restriction and those of the policy of regulation. 
The benefits of trade union organisation to society at large, as 
distinct from the sectional interest of the members, accrued only 
if union policy eschewed restrictive practices, and, by concen- 
trating on maintaining and advancing wages and conditions, 
brought about an improvement in industrial efficiency. 

It is obvious that an advance in wages secured by any one 
class of workpeople, if it is not covered by a corresponding increase 
in the efficiency of the industry in which they are engaged, must 
be at the expense of someone else. The increased efficiency may 
be due to the workpeople or to the employers; but, if neither of 
them create a fund from which increased wages can be paid, the 
increase will be paid either by consumers or by the co-operating 
industries that help them to supply the consumers. If the increase 
is merely sufficient to keep pace with an advance in the average 
level of wages, it may represent no more than the industry’s 
proportionate share in the general increase of wealth ; if, however, 
it is greater than the average, or, in times of wage-reductions, 
the reduction is less than the average, it must involve the diversion 
to the favoured industry of a larger share of society’s income. 

Such a diversion may be effected without overt restriction 
of numbers. If a union—or a Trade Board or Arbitration 
Authority—fix wage-rates in an industry at a level which makes 
it impossible for the industry to employ all the workpeople 
seeking work, and maintain rates at that level, it will immediately 
restrict employment, and ultimately:-may so discourage entry to 
the industry, that the number of workpeople dependent on the 
industry is no greater than can be employed at the rates set. 
The demand for the products of industry, and therefore for 
labour, ebbs and flows with general fluctuations in trade; a 
strong union can maintain rates when demand ebbs and advance 
them when demand rises, thus preventing both a fall in rates 
proportionate to the general decline in money incomes in the 
depression, and an expansion in numbers proportionate to the 
general increase in production when trade improves. On the 
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other hand, an unorganised industry may suffer a reduction of 
rates when trade declines and an expansion of numbers, on the 
low level of wages so established, when trade improves. 

The mere regulation of wage-rates may, therefore, be restrictive 
in its effects. Such restriction may be legitimate and socially 
desirable; but it destroys any sharp distinction and opposition 
between a policy of restriction of numbers and a policy of imposing 
common rules of payment and conditions. It makes no differ- 
ence, for example, to a coloured worker in countries of mixed 
nationality, whether he is excluded from certain occupations 
by a legal colour-bar, or by a legal minimum rate so high that no 
employer would think of paying it to a coloured worker; it 
makes no difference to an unemployed building labourer, whether 
the expansion of the building industry, to a point at which he 
would be absorbed, is prevented by apprenticeship regulations, 
making it impossible for building employers to get enough skilled 
men, or by the establishment of skilled rates, that raise.the cost 
of building and restrict the demand for houses. It is not even 
clear that the reactions upon efficiency of the two policies are 
necessarily different. If the supply of a certain class of labour is 
restricted, employers will be stimulated to devise labour-saving 
appliances to substitute for it, or some reorganisation to dispense 
with it, just as certainly as if the supply is unrestricted but 
expensive. One generation of architects devised ways of using 
brickwork in pilasters, cornices, string-courses, and around open- 
ings because stone-masons made themselves scarce and expensive ; 
a later generation used concrete to replace brickwork because 
bricklayers had become scarce and expensive ; the development 
would have taken place whether the impulse came from a 
scarcity, or from a disproportionate rise in the cost, of the 
necessary skilled labour. 

Trade-union control of wages, and the analogous control by 
public wage-fixing authorities, may be most simply regarded as 
an application of monopoly price policy to labour. The monopoly 
is seldom, if ever, complete; but what monopoly is? It gives 
the seller of labour no control over the demand for his services ; 
it merely enables him, so far as it is effective, to select the point 
on the demand curve at which he will hold the price, until a 
general rise in demand absorbs at that price all the union members, 
instead of allowing competition for employment always to force 
wages down to the point at which the whole supply of labour is 
absorbed. It is a policy that can be pursued without causing 
more than temporary unemployment, under two conditions; 
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first, that the wealth of society is steadily growing, so that con- 
tinually higher wage-rates can be paid without causing unemploy- 
ment: secondly, that it is practised only by a minority of the 
trades in the community. The latter condition no longer obtains. 


IV 


The industries of the country are co-operant agents in the 
production of the commodities and services that industry sells. 
So long as everybody was not organised to attempt it, it was 
always possible that favoured trades, by means of a monopolistic 
organisation, might secure for themselves a larger share of the 
final price received for industry’s products. Marshall illustrated 
this possibility by a hypothetical case, which has recently been 
illustrated in actual experience, that of plasterers, whose services 
were jointly demanded with other kinds of building and building- 
material labour; but the possibilities are wider. Mr. Rowe has 
recently shown us that the true rate of advance of wages (average 
of skilled, semi-skilled, and unskilled grades) between 1886 and 
1913 was 47 per cent. in coal-mining; as compared with 9 per 
cent. in the case of railways, and an average of about 25 per cent. for 
the five representative industries he studied. Mining is one of the 
instances Mr. and Mrs. Webb take, and the enormous growth 
of the industry in the period shows that the advances that the 
unions were able to secure certainly did not prevent growth. 
They may also have had some influence upon the efficiency of 
the industry; but any such increase in efficiency was not latterly 
sufficient to counteract the opposing influence of exhaustion of 
supplies; output per head in tons declined from 1907 onwards. 
Now the final price to the consumer of coal has to cover not only 
the getting of the coal, but the transport of it, and such transport 
is an important source of revenue to the railways. May it not 
be that railwaymen would have got more, and miners less, of the 
final price, if the railwaymen had been organised and the miners 
unorganised ? ! 

Just before the war the railwaymen completed an effective 
union organisation, which the circumstances of the war and the 
post-war period tended to favour; and the pull that they are 
able to exert upon the distribution of the price paid by the con- 


1 South Africa appears to offer the extreme case of a distribution of the final 
price of coal in favour of railwaymen. The pit-head price of coal in the Northern 
Transvaal in 1923 was 5s. 3d. per ton, the railway rate per ton per 100 miles 
7s. 4d.; miners’ wages averaged £45 a year, railwaymens’ £117. (Calculated 
from figures given in Union Year Book, No. 7.) 
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sumer for coal is certainly not less than that exerted by the miners 
to-day. And this change is significant of the general change 
in the competitive position of different wage-earning groups. 
All now are organised, or provided by the Government with 
equivalent protection; all are able to set and hold rates of wages 
as firmly as the minority of well-organised trades were able to 
hold them before the war.* Partial and sporadic monopolistic 
organisation has been displaced by universal control. Two 
consequences follow. First, it is no longer possible for well- 
organised trades, merely by virtue of their trade union organisa- 
tion, to secure differential gains at the expense of unorganised or 
ill-organised groups with whom they co-operate; or, if it is still 
possible, at any rate it is more difficult. In the second place, 
influences upon wages, that were formerly counteracted by trade 
union organisation, have now free play. Organisation and control, 
having been extended generally, no longer differentiate groups, 
so that their influence, if not yet eliminated, is very much reduced. 

From this point of view the intervention of the State, in 
establishing Trade Boards and Agricultural Wages Boards and 
in other ways, and the contemporary extension of unionism to 
hitherto unorganised trades takes on a rather different aspect 
from that which Mr. and Mrs. Webb put upon it. They repre- 
sented it rather as an extension to the rest of industry of the 
principle of trade union control and of the benefits that they had 
shown to follow from trade-union organisation. This, of course, 
it was; but it was at the same time a necessary corrective of trade- 
union influence. So long as only a part of the field of wage- 
employment is covered by trade-union organisation, the benefits 
secured by trade unionists may in part be at the expense of the 
workpeople in the unorganised part of the field; so far as those 
benefits are not the return to increased efficiency due to union 
pressure, they will almost certainly be in part at the expense 
of other wage-earners. To prevent this kind of horizontal 
redistribution, it is necessary to put all wage-earners on an equality 
in respect of organisation for wage-bargaining; it will never be 
possible to secure complete equality in this respect, but the changes 
of the last twenty years have eliminated the obvious inequality, 
and thereby eliminated a great part of the danger. 

Trade-union organisation is, however, not the only element of 
monopoly or other advantage differentiating different occupational 
groups. The extension of union organisation, therefore, or some 
effective substitute for it, to the support of wages throughout 
the whole of industry, does not suffice to put occupations upon 
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an equality. Rather its effect is to enhance the influence upon 
distribution of other factors making for inequality, more particu- 
larly of those elements of bargaining advantage that are inherent 
in the nature of different industries, but were obstructed or 
outweighed in the past by the greater influence of unequal union 
organisation. The second consequence of general control is, 
therefore, the release of influences upon wages which were formerly 
prevented from exercising their full potential effect. In this 
release is, I think, to be found a partial explanation of the changed 
relations which wages in different industries bear to one another 
since the war; the extension of trade-union or Government control 
over the whole field of commercial wage-employment has cancelled 
an advantage which the workpeople in the organised trades used 
to possess, and, by so doing, has increased the relative influence 
which other elements of monopoly or bargaining-advantage 
exercise upon wages. The extension would be an almost un- 
qualified improvement, if its effect was to confine wage-claims to 
amounts that could be justified by the increased efficiency of 
industry, to which the control of wages contributed. Since, 
however, there are other conditions, which enable or encourage 
one trade to profit at the expense of others, and since the different 
controlling authorities carry on the pre-war trade-union tradition 
of considering only the needs and possibilities of their own trade, 
the general extension of control may result in a general attempt 
to secure more wages than can be paid. This suggests a third 
possible result of the change that we must consider. 


V 


Before the war the policy of maintaining wage-rates in spite of 
unemployment could be practised only by the organised minority 
of wage-earners. The majority were unable to resist reductions 
that were needed to maintain employment; and any workers 
excluded by the policy of the stronger unions could compete 
for employment in industries in which wages were not held above 
absorption level. To-day there are no unorganised industries in 
this sense; wages are held up, either by trade-union or Govern- 
ment support, generally, and workers excluded from employ- 
ment by a general holding up of wage-rates above absorption level 
have no resort except unemployment relief. Before the war, 
again, in the absence of any general unemployment relief, it 
was impossible to maintain wage-rates generally at a level that 
restricted employment throughout industry ; somewhere, usually 
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at many points, wages (in relation to efficiency) would be reduced 
to the level at which expansion could take place; the condition 
“in relation to efficiency ” is necessary, because in fact expansion 
took place in the high-wage rather than the low-wage industries. 
Has the extension of collective bargaining destroyed this plasticity, 
this automatic adaptation of wage-rates to opportunities of 
employment ? 

The mere substitution of regular for informal discussion does 
not by itself make it more or less difficult to adjust wage-rates to 
varying conditions. The change is one of procedure only; it 
should, if it has any effect, tend to bring under notice more 
comprehensively and display more accurately the factors that 
have to be taken into account in finding the “right” wage. If 
this is taken to be the wage that measures the marginal pro- 
ductivity of the number of workers available, it is just as likely 
that the right figure would emerge from the deliberations of a 
representative joint committee or an experienced arbitrator, as 
from the unco-ordinated bargainings of a multitude of isolated 
individuals. It is conceivable, therefore, that the most complete 
plasticity might be secured by the most complete public control, 
since complete control would remove the fear that a reduction 
once conceded could never be recovered. 

Again, the change in methods of settlement has not stopped 
the movement of wages. An examination of the Ministry of 
Labour’s record shows that wage-changes have been more fre- 
quent, ample and extensive than before the war. We do not 
find that the movement of wage-rates adjusts the supplies of 
different kinds of labour to the demand for them. On the 
contrary, unemployment persists in most industries after frequent 
wage-adjustments. If we examine the results actually brought 
about, the generalisation that suggests itself is that wage-rates 
are adjusted to the varying degrees of bargaining strength of 
different groups of wage-earners, in other words, to the factors 
whose influence was formerly obstructed by unequal trade-union 
organisation. The commercial condition of the industry in which 
they are engaged is one factor in determining their strength, but 
not the only factor. Thus wage-rates in the “‘ heavy ”’ industries 
reflect the depression in those industries and the inability of the 
unions to exact higher rates. But the textile industries, although 
equally depressed, maintain a level of wage-rates that is relatively 
high; in cotton wage-rates have been unchanged at about double 
pre-war rates since 1922, partly because the difficulties of the 
industry are so great that the operatives feel that any sacrifice 
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on their part would be unavailing, partly because the financial 
difficulties of a large section of the employers have made it 
impossible for them to face a strike. Similarly, the railway 
directors may think that it would pay the companies and the 
country to reduce their charges to the depressed heavy industries, 
but they cannot make further concessions, unless they can reduce 
their own expenses, in which wages are the most important and 
the most expanded, and, their demand for the labour they retain 
being inelastic, they cannot force a reduction there. And so 
with other competitive inequalities. In the industries sheltered 
from foreign competition, the workers have been able to exploit 
the “shelter.” Where subsidies have been paid the unions 
have secured for their members a share of the subsidy. Where an 
industry or section of an industry enjoys some element of mono- 
poly, wage-rates, when compared with wage-rates in the other 
sections of the industry, suggest that the monopoly profits are 
shared by labour. In industry in general the lower-paid classes 
of workers, who secured greater proportional advances during the 
war, have so far been able to retain their advantages, a power 
explained by the spread of trade unionism among them and 
Government protection of wage-rates through Trade Boards. 

Thus the movement of wage-rates does not bring about an 
adjustment to the capacity of the different industries to pay 
wages and provide employment to the workers seeking employ- 
ment; the set of wage-rates it results in represents the power and 
opportunities, often temporary and accidental, that organised 
workers have had of exacting wages, with little or no regard to 
the ultimate demand for labour as shown by the extent of 
unemployment. 

In producing this result the extension of public and collective 
regulation of wages has been an influence. By preventing the 
nibbling at them by hard-pressed or unscrupulous employers, 
that undermines standards in unorganised trades, it tends to 
adjust rates to the capacity of the larger and better-organised 
firms. More important, it opens the door to the influence of 
non-economic factors. The mere fact of publicity, or organised 
discussion, invites appeal to social and ethical standards of 
“fair” and “living’’ wages, to pseudo-principles such as the 
sanctity of pre-war real wages, to the unpopularity of reducing 
rates of wages of the lower-paid workers, none of which have any 
bearing on the capacity of industry to pay wages and provide 
employment. Economists in the seclusion of a private circular 
may state baldly that “the fundamental hindrance to recovery 
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. lies in the abnormal relationship between the movement of 
the cost of materials and that of the cost of labour,’’ 1 but directors 
of large companies, who may be candidates for Parliament, will 
not commit themselves publicly to such unpopular opinions. 


VI 


The increased element of publicity and public control of 
wages, therefore, will tend to harden wage-rates in a depression, 
provided that the representatives of the wage-earners really 
wish to resist reductions. Whether they will do so or not, how- 
ever, will depend on the consequences of successful resistance, 
at which we must glance. Before the war the consequence 
would have been unemployment; and unemployment would have 
involved, for the small minority of wage-earners covered by trade 
union unemployment insurance, a drain on the union funds; for 
the great mass of wage-earners, who had no such resource, early 
and extreme hardship. It was impossible for the representatives 
of the wage-earners in wage-negotiations to ignore unemployment. 

To-day things are different. Successful resistance to a 
reduction may still involve unemployment, but unemployment 
does not involve the same certainty or degree of distress. Before 
the war the provision for unemployment relief was partial and 
inadequate. To-day there is a system of unemployment relief 
that covers all the industries that are liable to serious unemploy- 
ment. Then the spokesmen of the wage-earners had to consider 
the employment situation, because their clients would be the 
chief sufferers, if their wage-policy restricted employment ; now, in 
such a case, they may nevertheless persist in their policy, since 
they are conscious that their clients are not without resources, 
if all cannot be employed at the level of wages exacted. 

It is not that unemployment relief leads to the refusal of 
available work ; the Employment Exchanges provide an adequate 
check on that abuse, were there any general inclination towards it. 
Nor does the relief, as it is administered, impose any insuperable 
check upon mobility between district and district or trade and 
trade. The Courts of Referees and the Umpire, who decide on 
doubtful claims to benefit and administer the provision in the 
Acts that the applicant shall be “ genuinely seeking work ” but 
unable to obtain “suitable employment,” while they treat each 
case on its merits, have in general put an interpretation upon 
these terms that requires the unemployed workman sooner or 

1 London and Cambridge Economic Service ; Bulletin of October, 1928, p. 3. 
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later to accept work outside his own district or trade, if it is 
available. 

The effect of unemployment relief is indirect. It influences 
wage-rates by disinclining the representatives of the wage-earners 
to take the same account of unemployment as they did before 
relief was provided. ‘Two incidents of the scheme strengthen this 
tendency. In the first place the unemployed are not an undis- 
turbed mass of permanently unemployed workpeople, but a body 
the composition and membership of which is constantly changing. 
Hence the evil of unemployment is diffused, and there is a chance 
that intermittent employment at the higher rate will bring in as 
much as regular employment at a lower rate. In the second 
place the system of organised short-time makes it possible to 
dove-tail periods of wage-earning with periods of unemployment 
relief. Employers have adapted their engagement of labour to 
these conditions, and thus spread the available employment over 
a larger number of workers than the industry could employ full- 
time, at the same time throwing on the unemployment insurance 
fund the burden of maintaining the surplus labour when it is not 
in employment. Instituted as a device for tiding over a tempo- 
rary depression, this system has been prolonged as year succeeded 
year of unemployment, and has had the effect of substituting 
intermittent and irregular employment for regular work in 
industries in which such conditions were formerly rare. 

This comparative disregard of unemployment in wage deter- 
minations is as distinctive a change from pre-war practice as the 
extension of collective bargaining, and much more significant 
for the problem we are now examining. Summing up the practice 
of trade unions at the beginning of the century, Mr. and Mrs. 
Webb pointed out that the unions had “a rough-and-ready 
barometer to guide (them) in this difficult navigation.” They 
continued : 

“So long as a trade union, without in any way restricting 
the numbers entering its occupation, finds that its members are 
fully employed, it can scarcely be wrong in maintaining its 
Common Rules at their existing level, and even, after a reasonable 
interval, in attempting gradually to raise them... . 

“When the percentage of workmen out of employment begins 
to rise, it is a sign that the demand for their particular commodity 
has begun to slacken . . . although it can in no way be inferred 
that the slackening of demand has been caused by the rise in the 
level of the Common Rule, rather than to any other of the many 
possible causes, yet this slackening, however it is caused, must 
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necessarily check any further advance. For assuming the work- 
men to rely exclusively on the Device of the Common Rule, it 
will not pay them to obtain arise . . . at the cost of diminishing 
their own continuity of employment. To put it concretely, 
whenever the percentage of the unemployed in a particular 
industry begins to rise from the 3 or 5 per cent. characteristic 
of ‘ good trade,’ to the 10, 15, or even 25 per cent. experienced 
in ‘ bad trade,’ there must be a pause in the operatives’ advance 
movement.” 1 

If organised workpeople in this way took unemployment as an 
index of industry’s capacity, and adjusted their claims accordingly, 
unorganised workpeople certainly could not do otherwise. Any 
temporary success that the latter might achieve in maintaining 
or advancing wage-rates, where commercial conditions called for 
a reduction, would have the effect of excluding from employment 
a mass of labour that would press upon the restricted openings 
for employment, and inevitably, in the absence of trade-union 
or trade-board support, lead to individual concessions and the 
disintegration of wage-standards. 

Hence pre-war industry exhibited a fairly close correlation 
between the movement of wage-rates and employment as measured 
by the (inverted) trade-union unemployment percentage curve. 
There was a lag, but, allowing for this, a fairly close adjustment 
of wage-rates to changing commercial conditions. This correla- 
tion is not to be observed in post-war industry since 1922. In 
the great upward movement of prices from 1914 to 1920 and in 
the ensuing collapse from 1920 to 1922, wages followed other 
prices; but since then wages on the average have changed very 
little, while both prices and unemployment have varied con- 
siderably. If we consider, not the average movement, but the 
independent and divergent changes in wage-rates in separate 
industries, what we notice is not an adjustment of wages to 
conditions of employment, but, as is pointed out above, an adjust- 
ment to the varying capacity of different groups of workpeople 
to resist reductions or exact advances. 

This post-war disregard of unemployment in wage negotiations 
is the principal and direct explanation of the loss of plasticity in 
wage-rates. It should be noted, however, that the provision of 
unemployment relief is not the only cause of the change. We 
have already come across another reason for it in connection with 
the cotton industry. The representatives of the wage-earners, 
quite rightly in many cases, believe that any concession on their 

1 Industrial Democracy (1902), pp. 738 et seq. 


T. 
is 
es 
rs 
re 
‘is 
ly 
g. 
ce 
as 
id 
to 
nt 
to 
er 
ll- 
ce 
ot 
Te} - 
ed 
ng 
in 
he 
nt 
ce 
rs. 
dy 
ey 
ng 
its 
_| 
ns 
ity 
ed 
ny 


338 THE ECONOMIC JOURNAL [SEPT. 


part would be unavailing. The post-war depression in many 
industries is so much deeper and more widespread that any 
practicable reduction in wage-rates would hardly affect it. The 
example of the coal industry, in which a substantial reduction 
in wage-rates has been followed by increase in unemployment— 
and in losses by the employing firms—is pointed to as evidence 
of the futility of wage-reductions; and no attempt is made to 
gauge the extent to which demand is as inelastic for the products 
of other industries as it has proved to be for coal. 

There is an explanation of the wage-earner’s attitude in yet 
another change; wage-rates of direct labour never were the sole 
determinant of costs, and to-day they are probably less important 
than before the war. Loan charges, incurred in the boom and 
subsequent slump, although in process of liquidation, are still 
proportionately much heavier than before the war ; rates and taxes 
and social insurance contributions are much heavier; indirect 
costs, which may be due to the level of wages, but not of wages 
in the industry concerned, for transport, financial services, etc., 
are higher; distributing costs have increased disproportionately. 
Hence the wage-earner, asked for concessions, fears that he is 
being asked to make a sacrifice, not to revive trade, but to lessen 
the losses, or increase the profits, of retailers, banks, loanholders, 
railways, and co-operating industries that may be more prosperous 
than his own. The consideration of wages is purely sectional, 
industry by industry and trade by trade; the need of industry, 
so far as wage-adjustments can meet it, is for an all-round reduc- 
tion, which will affect the indirect costs, simultaneously with the 
direct costs, of every industry. No machinery exists for such 
co-ordinated and synchronised adjustment; on the contrary, 
the extension of collective bargaining has probably intensified 
and extended the influence of this sectional outlook of industry, 
by enabling industries, that before the war could not have resisted 
the pressures imposed by general trade depression, to hold up 
wages. 

The general relations of wage-rates to other prices and to 
employment are also significant of maladjustment. Professor 
Bowley’s new index-number of wages shows an advance (at the 
end of 1928) of 94 per cent., over the pre-war level, while the cost 
of living, as measured by the Ministry of Labour’s index, has 
risen only 67 per cent., wholesale prices, as measured by the Board 
of Trade index, only 38 per cent., and the average price of British 
exports only 61-8 per cent. Wage-rates on the whole have been 
remarkably stable since 1922, although unemployment, as 
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measured by the registrations under the unemployment insurance 
scheme, has fluctuated from over 17 per cent. in 1922 to less 
than 10 per cent. in 1924, rising again to over 12 per cent. in 
1925 (to 14-6 per cent. during the coal stoppage), falling to less 
than 9 per cent. in 1927, and rising again to over 12 per cent. in 
1928. The chief instance of this maladjustment of wages is 
perhaps to be seen in the maintenance of the average level of 
wage-rates (in spite of a large reduction in the important item 
of miners’ wages) since 1924, while other prices were being adjusted 
to the level required by the return to the gold standard. Money 
wages have been maintained (which means that real wages have 
increased about 8 per cent.), while the prices which British 
industry received for its products, as measured by export prices, 
were reduced on an average 14} per cent., and the number of 
unemployed, comparing 1929 with 1924, increased. Comparisons 
of wage-movements with physical volume of output point to the 
same maladjustment. Real wages increased on an average by 
12 per cent. between 1907 and 1924; a comparison of the Censuses 
of Production of 1907 and 1924 suggests that output per head 
did not increase, or increased only very slightly.' 

It would appear, therefore, that wage-fixing authorities, acting 
independently of one another and disregarding the general 
economic situation, are maintaining wage-rates at a level at 
which existing industries cannot provide full employment; the 
considerations that explain their policy will not serve to explain 
away the unemployment that has accompanied it. The outlet 
for labour thus excluded, which was provided before the war by 
industries in which wages were not controlled, no longer exists. 
There remains for examination the possibility that new industries 
may provide an outlet, industry as a whole expanding sufficiently 
to absorb the excluded labour. 


VII 


Before the war we had no measure of industrial expansion ; 
but there was no evidence of cumulative unemployment, so that 
industry must have expanded at much the same rate as the 
growth of population. Since 1923 we have had, in the unemploy- 
ment insurance statistics, a record of the directions in which 
industry is expanding and contracting, which, with certain other 
information, supplies such a measure. It would seem that industry 
has, temporarily at any rate, lost its capacity of expansion. In 


1 A. L. Bowley, A New Index Number of Wages, pp. 4-5. 
No. 155.—vou. XxxIx. AA 
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insured industry, which covers about three-quarters of wage- 
earning employment, the expansion of employment has been 
barely sufficient to absorb the diminished increase in the popula- 
tion seeking employment, without affording any relief to the mass 
of unemployment afflicting industry. 

In certain directions there is expansion, but a closer examina- 
tion compels us to discount any hopes derived from it. The 
largest single increase in employment has been offered by retail 
distribution, 360,000 or 31 per cent. between 1923 and 1928. A 
part of this may be at the expense of the small shopkeeper, who 
does not come into the insurance figures, in which case it, how- 
ever, represents no net increase of employment; the greater part 
probably does represent a net increase, but an uneconomic increase. 
The Balfour Committee brought together material that suggests 
that retail distributing costs rose in greater proportion than 
prices generally between 1914 and 1925;1 since then we have 
had a further great increase in the number of insured persons 
employed in retail distribution. This expansion of the retail 
margin, coupled with the enormous expansion of newspaper 
advertisement revenue in the same period and the elaboration 
of competitive selling organisation, has been sufficient to neutralise 
and make of no effect in the final price to the domestic consumer 
of British goods much of the writing down of capital, reduction of 
wages, and economies of re-organisation by which productive 
costs have been reduced. By keeping up the cost of living, while 
wholesale prices are falling, these costs also make it difficult to 
ask for any reduction in wages. So far, then, as retail distribution 
provides additional employment by its expansion, it probably 
does not succeed in compensating for a reduction in industrial 
employment, which the cost it imposes on industry involves. 

The second group of expanding industries is the building, 
building material, and furnishing industries. Together these 
account for 211,000 increase in the five years. Here the explana- 
tion is partly the demand due to interruption of building during 
the war, partly the large subsidies given to encourage building. 
The war-time arrears have now been made up, so that further 
expansion will be limited to the needs of the increase in population 
and of replacement with the aid of further subsidies. The case 
of the third group is similar. These are industries in which 
expansion has been stimulated by protection, but would have 

1 The amount of expenses per £ of sales (in certain representative establish- 


ments) was on an average probably 35 per cent. greater than in 1913.”—Further 
Factors, p. 117. 
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taken place without that stimulus, under the more economic 
stimulus of technical invention; motor manufacture and artificial 
silk are the chief members of the group. It is difficult to estimate 
how much of the growth was dependent on protection and merely 
a diversion from unprotected industries; but the aggregate 
expansion of the two together would not be sufficient to com- 
pensate for half the contraction in coal alone. So far from the 
expanding industries showing any likelihood of replacing per- 
manently the loss in employment offered by the older, contracting 
industries, it would appear that they cannot be relied on even to 
provide continued employment for their present complement of 
workers. The new situation requires, if it is not to exaggerate 
the difficulty of the post-war unemployment problem, a more 
rapid growth of new industries, of expansion in new directions 
than before the war; actually the rate of expansion and capacity 
for growth appears to have seriously diminished. 


Vill 


My object in this review of wages and employment has been 
to discover the consequences of the change in methods of settling 
wages that I described at the outset. I have been led rather wide 
of my subject by the difficulty of distinguishing these conse- 
quences from those of other contemporary changes that have 
interacted with it. It remains in conclusion to point out that 
the loss of plasticity, and the adverse effects upon employment 
that may follow, are not necessary and inevitable consequences 
of the extension of collective settlements, but, in so far as they 
are attributable to it, due rather to an obvious defect in the 
machinery and current practice of collective bargaining than to 
anything inherent in collective bargaining as such. 

The changes that distinguish the post-war wage situation, 
public control of wage-settlements and public relief of unemploy- 
ment, are instances of the operation of the habit, described by 
Dr. Cannan as “ proposing remedies for economic pressure with- 
out considering the question whether that pressure may not be 
an integral part of the existing organisation which cannot be 
removed without causing disaster unless some efficient substitute 
is provided.” We have interfered with the harsh but effective 
correctives of wage-demands that restrict employment, namely, 
the loss of income by unemployment and the expansion of employ- 


ment where wages are not held up. Either, therefore, we must 
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devise alternative correctives, or we must expect unemployment 
on a large scale from this cause alone. 

The defect in the machinery for wage-negotiation to which the 
present unemployment points is the purely sectional character 
of its deliberations. It is no one’s business to consider wages as a 
whole, there is no authority charged with the duty of reminding 
wages boards of their responsibility to industry in general. 
Collective bargaining must fail in securing an accurate adjustment 
of wages to industrial conditions so long as it is confined to 
negotiations over wages in individual trades and industries. 
If it is to continue, it must be supplemented by some device for 
ensuring that the negotiators in each trade and industry have 
regard to the effect of their determinations upon other trades 
and industries, and for compelling them to contemplate the needs 
of industry as a whole. The “ barometer,” by which, according 
to Mr. and Mrs. Webb, the organised industries were guided 
before the war, the extent of unemployment in their own industries, 
is no longer trusted; but, even if it were, it would be inadequate 
and misleading, since a trade union might pursue a policy that 
caused unemployment in other trades without causing unem- 
ployment in its own. 

Moreover, by considering only its own needs and interests, an 
industry might pursue a policy that was restrictive in effect, 
though regulative in form. If all industries and all trades pursue 
such a policy—and all now have the requisite organisation— 
and maintain rates of wages that restrict employment, there will 
be excluded a mass of workers who must either be absorbed by 
new industries or remain unemployed. If there are new industries 
capable of absorbing them, well and good; but at the present 
time it would seem that there are not. The index or barometer, 
therefore, to which trade-union and arbitration authorities’ 
attention should be directed, is not solely, or even principally, 
unemployment in the industry immediately under consideration, 
but the rate of expansion of industry as a whole. 

A wage-rate is a price, and every price is a function of every 
other price in the same field of demand and the same area of 
supply. The fixing of a wage-rate may, therefore, affect the 
demand-price and supply-price of every other kind of labour 
working for the same market. The organic nature of the system 
of wage-rates was abundantly illustrated during the war, when 
public intervention at one point led to reactions that compelled 
intervention at other points, and finally to the attempt to control 
all wages It has received a more painful illustration since the 
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war in the persistent unemployment and check to expansion that 
have accompanied the purely sectional handling of wage-problems. 
The task of co-ordinating wage-settlements in different industries, 
and of securing in each the consideration of such apparently 
remote factors as the productivity and rate of expansion of 
industry as a whole, may be too much for the spontaneous 
democratic machinery by which collective settlements are 
negotiated at present; but the alternative is almost certainly a 
breakdown of that machinery under the pressure of a growing 
problem of unemployment. 
Henry CLAy 
University of Manchester. 
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DISTURBANCES OF EQUILIBRIUM IN INTERNATIONAL 
TRADE 


1. THERE are two quantities that play a central part in the 
trade between nations, say between England and the rest of the 
world, to be called here Otherland. These are (1) the rate of 
exchange between English money and Otherland money, which 
we may express by the number of £s sterling that exchange against 
one dollar; (2) the real ratio of interchange between English stuff 
and Otherland stuff, which we may express by the number of 
units of some representative commodity made exclusively of 
English labour and materials which will exchange for one unit 
of some representative Otherland commodity made exclusively of 
Otherland labour and materials. 

2. There are two sorts of equilibrium that are relevant to the 
trade relations of England and Otherland : exchange equilibrium 
and full equilibrium. Exchange equilibrium exists if the sterling 
price of anything that enters into trade, the dollar price, and the 
rate of exchange between sterling and dollars are so adjusted 
that—cost of carriage being ignored—there is no opening for 
profit by buying anything for sterling, selling it for dollars, and 
converting the dollars into sterling, or by buying anything for 
dollars and proceeding analogously. Full equilibrium exists if, 
also, (1) in each country the numbers of workers of given quality 
are so distributed over different occupations that a common 
wage-rate rules everywhere, and (2) this rate is so related to the 
conditions of aggregate demand and supply that in the sum- 
total of all occupations employment is available for all would-be 
workers. 

3. Let us suppose ourselves to start with a state of affairs in 
which full equilibrium rules. Such a state is, of course, always 
liable to be modified by temporary “‘ accidents.”” We are not, 
however, here concerned with these. Apart altogether from 
them there may also on occasions supervene what may be called 
once-for-all changes, that is to say, changes that maintain them- 
selves from year to year and are not merely temporary. When 
a change of this type is superimposed upon a previously existing 
state of full equilibrium, the conditions may or may not be such 
as to admit of a new state of full equilibrium emerging. In 
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other words, the postulated new arrangement may or may not be 
one that is capable of being maintained. This proposition, which 
is well illustrated by the problem of German reparation payments, 
may be developed into a twofold study enbracing respectively (1) 
the conditions in which a breakdown must occur, and (2) the 
form in which a breakdown, if it occurs, will manifest in various 
circumstances. I shall examine these matters, first as they 
would appear in a barter economy, and secondly in modern 
money dress; it being premised, for the purposes of this dis- 
cussion, that the reparations-paying country is not free to cover its 
reparation debts by new borrowings abroad or by drawing upon 
resources which otherwise its citizens would have invested abroad. 

4. Under a barter economy Y’s government may be obligated 
to hand annually to W’s government either R units of linen or 
K units of cloth. If the obligation is in terms of linen, it can or 
cannot be fulfilled according as Y’s government can or cannot 
raise annually from its citizens as much as R units of linen. 
Whether it can or cannot do this depends prima facie} entirely 
on conditions internal to Y. If the obligation is in terms of 
cloth, it can or cannot be fulfilled according as Y’s government 
can or cannot raise annually from its citizens enough linen to 
purchase in the market K units of cloth. This depends partly 
on how much linen Y’s government can raise annually from its 
citizens—as before, a purely internal matter—and partly on 
how much cloth a unit of linen will purchase when Y’s government 
is attempting, by sales of linen, to buy given quantities of cloth. 

5. It will clarify our ideas to set out in symbols the principal 
relevant quantities. Let B be the maximum quantity of linen 
that it is feasible for Y’s government to raise annually from its 
citizens for reparation purposes. This quantity depends partly 
on the size and distribution of the national real income in Y ; 
partly on the efficiency of its tax technique ; partly on the attitude 
of mind of potential tax-payers, both generally and in relation 
to the justice of the reparation claims; and partly on the amount 
of revenue that the government is raising for various forms of 
real expenditure and for transfer expenditure. Let ¢(/) be the 
quantity of cloth that / units of linen exported from Y avail to 
purchase. If then the stipulated annuity is R units of linen, it can 
be paid provided that B> R. If the annuity is K units of cloth it 
can be paid provided that there is any value of / between B and 0 in 
respect of which ¢(/)>K. It is necessary to state the conditions 
thus, instead of postulating simply that ¢(B) > K, because the nature 

1 But cp. post, § 6. 
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of W’s demand for linen may be such that, while B units of linen 
would not avail to buy K units of cloth, some quantity of linen less 
than B would avail to do this. If conditions of that sort prevail, 
Y’s government may need, in order to fulfil its reparation obliga- 
tions, to forbid all export of linen on private account and itself 
to sell abroad a quantity deliberately restricted with a view to 
securing a high price in terms of cloth. This, however, is an 
exceptional and improbable state of things—so long, at least, 
as we are considering Y’s exports in general and not particular 
exports—and need not be studied further. 

6. If, apart from reparations, there is no trade at all between 
Y and W (the rest of the world), it is plain that the maximum 
annuity payable in linen, which Y’s government can raise and 
hand direct to W’s government, is the same whatever tariff policy 
W adopts. The maximum annuity payable in cloth is not thus 
independent of W’s tariff policy; for, if W imposes duties upon 
imports from Y, the demand in terms of cloth of W’s citizens for 
linen will be diminished, and, in order to obtain a given quantity 
of cloth, Y’s government will have to provide a larger quantity 
of linen—the amount of the difference depending on the size 
of the duty and the form of W’s demand for linen—than would 
otherwise have been necessary. If, apart from reparations, some 
trade would have taken place, this sharp antithesis no longer holds 
good. For import duties imposed by W will, in general, cause 
the citizens of Y to obtain, for a given amount of work, an income 
of things yielding them less satisfaction than the income of things 
they would have had if their exchange of linen against cloth had 
not been obstructed, and so will make the maximum levy in linen 
that their government can raise from them smaller than it would 
otherwise have been. But in this case, as in the last, import 
tariffs imposed by W will contract Y’s capacity to pay much more 
seriously for cloth annuities than for linen annuities. 

7. An annuity system expressed in linen breaks down if 
R<B, that is to say, if it proves impracticable for Y’s govern- 
ment to collect from its citizens for payment abroad as much linen 
as the annuity requires. The breakdown manifests as a failure 
to solve Y’s budget problem and cannot manifest in any other 
way. An annuity system expressed in cloth breaks down when 
there is no quantity of linen less than B that suffices to purchase 
K units of cloth in the market. If conditions are such that an 
advance beyond B in the quantity of linen offered would involve a 
nearer approach towards the acquisition of K units of cloth— 
whether or not there is any quantity of linen that would yield 
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that quantity of cloth—the breakdown may again be said to 
manifest as a failure to solve Y’s budget problem; but, if they 
are such that, in the neighbourhood of B, an increase in the linen 
offered involves a decrease in the cloth acquired—provided, of 
course, that there is no quantity of linen less than B that will 
yield K units of cloth—the breakdown is more properly described 
as a failure to solve Y’s transfer problem. 

8. Under a money economy the reparations annuity will no 
longer be expressed in real terms, but in money terms: either 
as so much, say, German money (marks) or as so much foreign 
money (sterling). Plainly an obligation expressed in either of 
these forms may have any number of different real meanings 
according to what the purchasing power of marks in terms of 
linen, or of sterling in terms of cloth, may be. In order, therefore, 
to render our problem definite we must make some assumption 
about these purchasing powers. Let us suppose that the pur- 
chasing power of sterling in terms of cloth is fixed, so that a £ 
sterling may, for our purposes, be regarded as equivalent to a 
defined quantity of cloth.1 As regards marks, three arrange- 
ments are possible. Under (1) no obligation is imposed on 
Germany as to the value at which it will hold the mark; under 
(2) Germany is obliged to keep the mark at a constant value in 
terms of linen; under (3) she is obliged to keep it at a constant 
value in terms of sterling. Reparations annuities expressed in 
marks have no meaning under arrangement (1), and will not, in 
fact, be arranged for, since Germany could render them worth- 
less at will; under arrangement (2) they are equivalent to annuities 
expressed in linen; under arrangement (3) to annuities expressed 
in cloth. Under all three arrangements annuities expressed in 
sterling are equivalent to annuities expressed in cloth. Repara- 
tion terms equivalent to linen and cloth annuities respectively 
break down precisely where reparation terms embracing actual 
linen and cloth annuities would break down. 

9. If, under a money economy, the conditions are such as to 
imply a breakdown, this may manifest in several different ways 
according to the form of the debt and the obligations governing 
German monetary policy. With a debt reckoned in marks, subject 
to the condition that the mark price of linen be kept constant, 
the breakdown can only appear as a failure on the part of the 
German Government to collect sufficient marks through taxes 


1 Under the Dawes plan the fact that this assumption may in practice fail 
is recognised in a provision which allows for adjustment in the size of Germany’s 
gold annuity should the real value of gold change substantially—a proviso not 
present in the Young plan. 
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for delivery to Germany’s creditors: there is, that is to say, a 
failure to solve the budget problem. With a debt reckoned either 
in marks or in sterling, subject to the condition that the mark- 
sterling exchange be kept constant—these two sorts of debt are, 
of course, precisely equivalent—a breakdown, if it occurs, must 
again appear as a failure on the part of the German Government 
to solve the budget problem—so long, of course, as the obligation 
to maintain the exchange is not violated. With a debt reckoned 
in sterling, subject to no obligation about exchange rates, or 
subject to an obligation in that matter which is violated, the 
breakdown may take a different form. The German Government 
is now free to obtain marks for reparations account ad libitum 
from the printing press, and thus, so far as money figures are 
concerned, is subject to no budget limit. This does not mean, 
however, that it is subject to no limit in respect of the real (linen) 
values which its money revenue represents. There is necessarily 
always a limit of this character. If the stipulated annuities 
involve a real levy that oversteps it, the breakdown manifests as 
a depreciation in the mark exchange, so rapid that no quantity 
of marks will suffice to buy the required quantity of sterling. 
That is to say, it manifests as a failure to solve the transfer 
problem. 

10. We now turn to consider more particularly once-for-all 
changes that are able to maintain themselves ; in respect of which, 
that is to say, a breakdown does not occur. Such changes fall 
into two main groups according as they arise out of (1) enduring 
alterations in the supply of England’s money or of Otherland’s 
money, or (2) enduring alterations in the real demand of English- 
men (expressed in their stuff) for Otherland’s stuff or alterations 
in the real demand of Otherland for English stuff. In the ultimate 
adjustment due to changes falling into the first group, it is clear 
that the real ratio of interchange between England’s and Other- 
land’s stuff will be unmodified. In those due to changes falling 
into the second group this ratio will be modified in general; but 


1 In so far as private German traders have sterling claims on foreigners, 
while foreign traders have mark claims on Germany—the two sorts of claims 
off-setting one another at the old exchange rate—the fall in the exchange 
creates a balance of sterling on Germany’s private account which it may be 
possible for the Government to use for reparations. If both sets of claims are 
in the same currency no balance either way is created. If German traders’ 
claims are in marks, and foreign traders’ claims on Germany in sterling, the 
fall in the exchange creates a debit in sterling on her private account, so that 
to the difficulties of the State there are added further difficulties of indi- 
viduals. Cp. Graham, ‘“‘ Self-Limiting and Self-Inflammatory Movements in 
Exchange Rates ” (Quart. Journ. of Economics, February 1929, pp. 221 et seq.). 
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it will not be modified in the special case where both real demands 
alter and the alterations balance. Thus, if England demands more 
of Otherland’s stuff and Otherland demands more of England’s 
securities, and the relevant quantities are suitably adjusted, the 
real ratio of interchange between England’s stuff and Otherland’s 
stuff is unaltered in spite of the fact that the quantity of purchases 
and sales passing between them is increased! It may perhaps 
be suggested that, in addition to the two types of once-for-all 
change distinguished above, there is a third type, namely, a 
decision by a government to force up the rate of exchange between 
its money and the monies of other countries in some defined 
proportion. Clearly, however, a mere decree by, say, the English 
Government that a unit of sterling shall exchange for 10 per cent. 
more dollars than before can accomplish nothing. Measures 
must be taken to make the decree effective. It is these measures, 
not the mere decree, that are responsible for whatever happens ; 
and a brief reflection shows that the only measures available 
consist in action designed to bring into play either factors that 
decrease the supply of sterling, or factors that increase the real 
ratio of interchange between English stuff and foreign stuff—by 
increasing the demand for foreign stuff in terms of English stuff 
or by decreasing the demand for English stuff in terms of foreign 
stuffi—sets of factors that have already been taken into account. 

11. At this point it may be well to insert a caution against 
possible misunderstandings. At first sight a careless reader may 
be tempted to suppose that a shift in the real ratio of interchange 
in favour of any country necessarily implies a gain to that country, 
and a converse shift a loss. This is not so. The real ratio of 
interchange will be turned in a country’s favour if, other things 
being equal, its demand for foreign goods falls off. If the cause 
of this change is improved capacity to make for itself the goods 
that it used to import, the country’s position will be improved. 
But, if the cause is worsened capacity to make the goods that it 
used to export, its position will be worsened; unless, indeed, the 
foreign demand for these goods is so inelastic that a reduced 
import of them evokes in payment for them an increased (absolute) 
quantity of imports. If the cause of the fall in our country’s 
demand for imports is a diminished desire on its part for these 
goods, unaccompanied by any other change, the effects on the 


1 It may be noted in this connection that the chief reason why the real 
ratio of interchange usually moves very little in the face of short-period swings 
in the respective demands of England and Otherland for material commodities 
is that securities and bankers’ promises are used to swell the offer of the country 
whose supply of these commodities is temporarily contracted. 
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quantities of exports and imports will be the same as in the 
preceding case, but, since the satisfaction yielded by a given 
quantity of imports will be smaller, the prospect of the country’s 
position being, on the whole, improved will be less good. When 
the real ratio of interchange is turned in a country’s favour, not 
through a decline in its demand for foreign goods, but through an 
expansion, whether due to altered productive efficiency or to 
altered desire, in the foreign demand for its goods, the position 
of the country, regarded as a single homogeneous unit, is neces- 
sarily improved. But, should its demand for foreign goods have 
an elasticity less than unity, the enhanced foreign demand will 
cause the volume of its exports to contract; and, therefore, when 
account is taken of the fact that in real life countries are not 
homogeneous units, but are divided up into different industries 
between which mobility is very imperfect, it may happen that 
the disorganisation caused in the country’s export industries will 
do it more harm, in a wide sense, than the cheapening of imports 
does it good. 

12. When a once-for-all change of any of the sorts distinguished 
in § 10 has been superimposed upon a previously existing state 
of full equilibrium and its consequences have worked themselves 
out, a new state of full equilibrium (which, as we have seen, 
implies, as part of itself, a state of exchange equilibrium) will 
be established. To enable us to state the conditions implied 
in this equilibrium in a manageable form applicable equally 
whether the real ratio of interchange and the quantity of inter- 
national trade are or are not altered, we must assume (1) that the 
law of constant costs rules in all English industries, so that a 
shifting of workers between them, within the range relevant to 
our problem, does not involve a change in the relative costs of 
producing their goods; and also (2) that, if a change in productive 
efficiency in England takes place, it is general to all English 
industries. These assumptions are not, of course, required when 
the disturbing cause is purely monetary, so that both the real 
ratio of interchange and the quantity of international trade are 
unaltered ; but they are required to make possible, in a reasonably 
simple form, any generalised statement. 

13. At any assigned interval after the disturbing cause has 
begun to operate let us write as follows : 


(1) the new sterling price of pure English export goods divided 
by the old = ‘p,; 

(2) the new dollar price of pure English export goods divided 
by the old = @p, ; 
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(3) the new sterling price of pure English import goods 
divided by the old = *p,; 

(4) The new dollar price of pure English import goods divided 
by the old = %p,; 

(5) the new sterling price of pure English home goods divided 
by the old = *p,; 

(6) the new sterling price of a mixed good made in England, 
comprising m units of pure home goods and n units of 
import goods, divided by the old = ‘p, ; 

(7) the new sterling wage in export making industries divided 
by the old = ‘w, ; 

(8) the new sterling wage in home industries divided by the 
old = *w, ; 

(9) the new rate of exchange (quantity of dollars purchased 
by a £) divided by the old = R; 

(10) the new real rate of interchange (quantity of pure import 
goods purchased by a unit of pure English export goods) 
divided by the old = K; 

(11) the new real rate of wage—to workers supposed to pur- 
chase pure home goods, pure import goods, and mixed 
goods (as defined under 7) in proportions a, b, c—divided 
by the old = W; 

(12) the new marginal productivity of English labour (if there 
has been a general change in efficiency) divided by the 
old = E. 

14. The conditions necessary to exchange equilibrium are 

then satisfied, provided that 


"De “Di 

and Pe 
Dp, 


These equations, so far as England is concerned, reduce to 


] 


When these conditions are satisfied, exchange equilibrium prevails. 

15. In order that full equilibrium may prevail, the following 
further conditions, additional to the foregoing, must also be 
satisfied : 


OR 
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*w, = (VI) 
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=f 
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16. Where K = 1, 
condition (II) reduces to *p; = ‘p,, 
condition (IV) reduces to *p,, = ‘p,, 
and condition (VII) reduces to W = E. 


Where E = 1, 
condition (V) reduces to ‘w, = ‘p,, 
condition (VI) reduces to ‘w, = ‘p,, 


a+b+e 
condition (VII) reduces to W = 40K + mk. 


Where both K and E = 1, 
condition (VII) reduces to W = 1. 


17. Now, whatever the cause of disturbance may be, it is clear 
that the rate of exchange and the relative sterling and dollar 
prices of any goods that enter regularly into trade between 
England and Otherland must, in all ordinary circumstances, 
become so adjusted to one another in a very short time in such 
wise that no special exchange profit or loss can be made by 
merchanting them. Apart from cost of carriage, the sterling 
price of any given batch of exports from, or imports to, England 
must, when converted into dollars, be equal to the dollar price 
of the same batch. This implies that, if we make up a batch of 
import goods and export goods mixed together, the sterling 
price of a dollar (t.e. the rate of exchange) cannot diverge appre- 
ciably from the sterling price of the batch divided by the dollar 
price of the batch. That is to say, the conditions of exchange 
equilibrium, namely, 


(I) 
(II) 


will very rapidly be satisfied. But the satisfaction of this con- 
dition does not imply the satisfaction of the other conditions 
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necessary to full equilibrium. These are likely to be achieved 
much more slowly, for the reason that they may involve altera- 
tions in money rates of wages—which are notoriously subject 
to friction—or the shifting of workpeople between different 
occupations, or both these things together.1_ When these other 
conditions are known to be satisfied, we may fairly presume that 
conditions proper to a new exchange equilibrium are also satis- 
fied ; but it is not legitimate to infer from the presence of exchange 
equilibrium that full equilibrium is established. The practical 
moral is that, when the so-called purchasing power parity analysis 
is used to test the claim that the full effects of a monetary dis- 
turbing cause have worked themselves out, we must not employ 
price indices confined to traded goods. Ideally, traded goods 
ought not to be admitted in any degree either directly or indirectly 
(through goods which embody traded materials) into the indices 
employed. This is, of course, impracticable. It is not, however, 
impracticable to employ price indices in which tradéd goods 
play relatively a small part, e.g., indices of retail prices embodying 
the wages of retailers in addition to wholesale prices. In so 
far as traded goods do enter into the indices employed, until full 
adjustment has actually been attained it will always appear to 
have been more nearly attained than it has been in fact. 

18. Next, diminishing somewhat the extensiveness of our 
inquiry, let us render it, over a limited range, somewhat more 
intensive. The equations leading up to conditions (I) and (II) 

1 The nature of these shifts, of course, varies with the nature of the change, 
if any, that has come about in the conditions of real reciprocal demand. Thus, 
concentrating upon the effects produced in England, we must distinguish between 
(1) @ rise in England’s real demand for Otherland’s stuff consequent upon an 
increase in England’s desire for that stuff; (2) a similar rise consequent upon 
an increase in England’s efficiency in producing export goods; and (3) a fall 
in Otherland’s real demand for English stuff, no matter how caused. The 
adjustment, which the new full equilibrium requires in respect of the quantity 
of England’s exports, the quantity of her imports, and the number of her 
workpeople engaged in making exports, will be different according to which of 
the above types of change has occurred, and also according to the form of the 
two reciprocal demand schedules. If the foreign demand for England’s exports 
has fallen off, in the new equilibrium there will, in general, be fewer workpeople 
than before in the export trades of England; and, if the foreign demand has 
expanded, more workpeople. In the special case in which England’s real 
demand for Otherland’s stuff has an elasticity less than unity (e.g. perhaps if 
her imports are chiefly wheat), a fall in foreign demand will expand, and a rise 
contract, the number of England’s workpeople engaged in export industries. 
If England’s demand for imports falls off because of diminished desire, there 
will be fewer men in England’s export trades; in the reverse case more men. 
If England’s demand falls off because of diminished productive efficiency there 
will be fewer men engaged in those trades, should Otherland’s demand have an 
elasticity greater than unity, and more, should it have an elasticity less than 
unity : in the reverse case opposite consequences will follow. 
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in § 14, when combined together, yied K —R. z. This 


equation has large practical significance. Let us, for the purpose 
of the present argument, suppose that the price level in the 
countries other than the one in which we are primarily interested is 
fixed. This implies that *p; = 1. Hence we have K =R.‘p,, or 


‘pe =7- That is to say, if the real ratio of interchange is 


unaltered, the English price level will be unaltered, provided 
that the rate of exchange also is unaltered: should that be 
altered, the English price level will be altered in inverse propor- 
tion. Further, if the real ratio of interchange is altered, it is 
impossible for both the rate of exchange and the English price 
level to be unaltered ; but the English price level will be unaltered 
if the rate of exchange is altered in the same proportion as the 
real ratio of interchange, whereas, if the rate of exchange is 
unaltered, the English price level will be altered in the same pro- 
portion as the real ratio of interchange. Thus, on the assump- 
tions here taken, if an influence is introduced, which, left to itself, 
would move the real ratio of interchange against a country, that 
country’s price level can be prevented from falling if, and only 
if, either (1) a contrary influence is invoked to prevent the real 
ratio of interchange from falling, or (2) the rate of exchange 
falls in the same proportion as the real ratio of interchange. The 
most obvious way of invoking an influence to prevent the real 
ratio of interchange from falling is for the country affected to 
offer promises for sale abroad, thus causing the foreign demand 
for its stuff (including these promises) to rise. Thus during and 
for a little time after the war the excess purchases of the Allies 
from the United States were balanced by American loans; and, 
over the period of the Dawes plan German reparation payments 
were similarly offset by American loans. A like effect can be 
produced if the initiating cause of change is a fall in the foreign 
demand for, say, English stuff, and if England happens to be a 
country which, in the old equilibrium, has been accustomed 
annually to make large investments abroad. The Government, 
by forbidding or suitably restricting foreign investment, that is, 
by preventing its citizens from purchasing certain sorts of foreign 
stuff, namely, promises, can cause the English real demand schedule 
for the sum-total of available foreign stuff to fall; and, provided 
that the former normal scale of foreign investment was sufficiently 
large, to fall far enough to balance its own or its citizens’ new 
requirements. There seems no reason why a new equilibrium 
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attained in that way should not be permanent; but it obviously 
implies a contraction in the scale of English export industries. The 
same effect on the real ratio of interchange, unaccompanied by 
this last incident, can evidently be produced by government 
prohibitions against a sufficiently large category of imports. All 
the above devices were employed by several European Govern- 
ments anxious to maintain their exchanges in the difficult period 
following the war. When an influence has been introduced that 
turns the real ratio of interchange against a country, and conditions 
are such that this influence cannot be offset by a cancelling 
influence, either the price level or the rate of exchange in the 
country must fall in such a way as to match the fall in the real 
ratio of interchange. Thus, assuming sterling and dollar prices 
to be constant, suppose that the real ratio of interchange, in 
consequence of the need for reparation payments, moves against 
Germany 10 per cent. This implies either a 10 per cent. fall 
in the German internal price level or a 10 per cént. fall in the 
sterling value of marks, or a fall of a per cent. in the German price 
level plus a fall of approximately (10-a) per cent. in the mark 
exchange. One or other of these things must happen. The idea 
that a reparation annuity can be provided by Germany out of its 
own resources—we have deliberately ruled out foreign borrowing 
—without marks becoming either less valuable in terms of sterling, 
or more valuable in terms of linen (7.e. German export goods) than 
they would otherwise have been is illusory. One or other of 
these two changes is a necessary condition of the new equilibrium. 
If the German price level is maintained, the German exchange 
must fall; if the German exchange is unaltered, the German price 
level must fall. It is in the power of the German Government, 
by regulating the volume of its currency, to maintain either the 
mark exchange or the mark price level. It is not in its power, 
in the absence of foreign borrowing, to maintain both. Since in 
the actual arrangements for German reparation payments it is 
contemplated that the mark exchange shall be maintained at 
approximately 20 marks per £, it is necessary for the new equili- 
brium, when reparation annuities come to be paid, not out of 
borrowings, but out of Germany’s own resources, that the volume 
of German money shall be contracted and German prices in 
terms of marks reduced below what, other things being equal, 
they would have been in the absence of reparation payments. 

19. Ina perfectly frictionless world it would make no difference 
to a country whether a falling off in the foreign demand for its 
stuff, resulting in an adverse movement in the real ratio of inter- 
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change, manifested in the form of a drop in the rate of exchange 
or in that of a drop in the price level. In either case real incomes 
and real wages (so far as money wages are spent on imports) would 
be diminished; and in either case some workpeople would have 
to shift away from the export trades into home trades. Similarly, 
it would make no difference whether an increase in a country’s 
demand for foreign stuff to provide reparations, leading, in like 
manner, to an adverse movement in the real ratio of interchange, 
manifested through a fall in the rate of exchange or through a 
fall in the price level. In this case real wages would fall while 
workpeople were shifted into the export trades. Whether, over 
and above these things, money wages and money prices fell in a 
common proportion would not matter. The actual world, how- 
ever, is not frictionless. The real movements, i.e. the fall in 
real wages and the shift in the distribution of workpeople, will 
neither of them take place smoothly; and frictional resistince 
to them is bound for a time to produce unemployment. When 
conditions are such that, besides the real movement, there is 
also a nominal movement—1.e. a fall in money incomes associated 
with a parallel fall in money prices—this movement, though it 
would, when completed, injure no one, will, nevertheless, also 
encounter friction. The sum-total of frictional resistance, and 
so of the unemployment that this generates, will, therefore, be 
pro tanto larger if the new equilibrium has to be reached through 
a fall in the price level than if it is reached through a fall in the 
rate of exchange. In any event the frictional resistance on the 
part of wage-earners, whether against a real wage reduction only 
or against a real reduction plus a further nominal one, is likely to 
be more substantial in industries sheltered from foreign competi- 
tion than in industries exposed to it. In so far as this is so, 
the wage-earners in the unsheltered industries suffer an extra 
injury through having to pay “unduly” high prices for the 
things and services produced by their sheltered colleagues. If 
the State chooses it can, of course, obviate frictional resistance 
on the part of wage-earners—at all events for a time—by levying 
taxes on non-wage-earners and using the proceeds in wage 
subsidies sufficient to prevent either a real or a nominal fall in rates. 
A. C. Pigou 


RETAIL PROFITS 


Apart from earnings, hours.of work and taxation, no economic 
subject makes so direct and vital an appeal to the average person 
as the subject of retail prices. And since a considerable pro- 
portion of the retail price of any commodity passes into the 
hands of the retailer, and since the retailer is the connecting link 
between the economic and domestic worlds, there is always a 
tendency, when prices are discussed, to suggest that the cost of 
living is maintained at an unjustifiably high level as a conse- 
quence of the margin which the retailer demands. 

In respect of food prices, in particular, this view has, for 
years, been very pronounced. Various Commissions haveinquired 
into the subject, and the result of the last investigation by the 
Royal Commission on Food Prices (1925) resulted in the estab- 
lishment of a Food Council. On the whole, official findings have 
been very contradictory (cf. reports of Linlithgow Committee), 
and it certainly cannot be said that a satisfactory verdict on the 
retailer has yet been passed. The need for some decisive pro- 
nouncement is accentuated by the fact, announced by the Empire 
Marketing Board, that farmers and other producers, both at 
home and overseas, are continually asking for some satisfactory 
explanation for the great disparity between wholesale and retail 
prices of their products; while even manufacturers, who for the 
most part recognise high selling costs as an inevitable and necessary 
feature of modern industry, do nevertheless, in some cases, 
question whether the margin they allow the retailer on their 
branded goods may not be to some extent excessive. 

A satisfactory answer to the whole question depends almost 
entirely upon whether the necessary statistical and circum- 
stantial facts are available. Because of the unwillingness of 
traders to disclose the true facts of their businesses, such informa- 
tion, both official and private, is strictly limited and often 
unreliable. But enough is known, partly as the result of the 
writer’s investigations, to enable a fairly reliable estimate of the 
range of retail profits to be put forward, and to explain the true 
facts of the retailer’s economic position. In the circumstances, 
misstatements are bound to occur to some extent, but will do 


1 Mainly carried out for Messrs. Cadbury Bros., Ltd., as a piece of research. 
BB2 
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no harm if, by arousing criticism, they lead to a fuller and more 
exact understanding of the subject. 


EXTENT OF THE RETAIL MaArGIN or Gross PROFIT 


The retail margin of gross profit is the proportion of the 
selling price which passes to the retailer for purposes of net 
profit and expenses. It is an index to the cost of retailing, and 
is therefore a matter of first consideration. The popular belief 
is that this margin is 334 per cent. or over. This probably 
results from the absurdity of those writers and accountants who 
calculate profits on cost. The great bulk of commodities is 
sold on the basis of a considerably narrower margin than 334 per 
cent. In general, the margins show an extraordinarily wide 
range of variation, extending from 4 per cent. in the case of 
sugar to over 50 per cent. in the case of certain fashion goods. 
Even in respect of any one commodity there is considerable 
variability depending on the quantities in which the retailer 
buys, and other factors. But generally speaking fairly constant 
averages exist which enable us to group commodities under their 
respective margins. This has been done in the case of a limited 
number of articles in the following Table. 


TABLE I 
[(c) denotes that the margin is controlled or “‘ fixed.’’] 


Over 33} per cent. 334 per cent. 25 per cent. 
Fashion goods (ladies’ Jewellery. Fish. 
shoes, expensive mil- Furniture. Fruit and Vegetables. 
linery, etc.). Boots and shoes (c). Margarine (c). 
Expensive flowers and Underwear (c). Jam (c). 
fruits. Drugs (c). Toilet soap. 
Senkeimeene! scales (c). Toilet soaps (c). Metal polish. 
Chocolates (c). Underwear (c). 
Newspapers (c). Boots and shoes. 
Wines and spirits (c). 


20 per cent. 18 to 14 per cent. Under 14 per cent. 
Meat. Cheese (Eng.). Eggs. 
Marmalade (c). Flour. Butter. 
Soap (laundry) (c). Tea. Bacon (Eng.). 
Cheese (import.). 


Lard. 

Soap (laundry) (c). Meat essence (c). 

Bacon (import.). Condensed milk (c). 
Sugar (4 per cent.). 


It will be seen that most essential food-stufis and the less 
expensive grades of most other commodities are sold on a gross 
margin of 25 per cent. and under. It need scarcely be pointed 
out that the margin of gross profit frequently affords no indica- 
tion of the absolute cost to the retailer nor the absolute net 
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profits he may make. All that can be said is that a narrow 
margin of gross profit, if associated with stability and efficiency 
of service, is a sociological advantage. 


DETERMINING FACTORS 


Before entering into the main question as to what the actual 
expenses and net profits of retailers are, it will be well to consider 
briefly the factors which determine the margin of gross profit. 

Buying and Selling Policy—Where the retailer is free to buy 
and sell as he pleases, the margin of gross profit will partly 
depend on what policy he adheres to. Although retail prices 
are ultimately regulated by competition and expenses and effec- 
tive demand, some retailers (including retailing manufacturers) 
specialise in a high price and some in a low price policy. But 
the retail price is only one end of the gross margin. The extent 
is equally determined by the price at which the retailer buys. 
If he purchases large quantities for cash, the margin will be 
widened unless, as is usually the case, he makes a corresponding 
reduction in the retail price. This is the policy of many of the 
popular “chain ”’ stores which enables them, in spite of higher 
expenses per cent. turnover, to compete successfully with, and 
even oust, the small individual trader. But such a policy, while 
it stimulates production and confers benefit on the public, results 
in lower prices for the primary producer, and will be to his dis- 
advantage unless he can make a corresponding reduction in his 
unit costs. In the case of a great number of commodities, how- 
ever, the individual retailer’s policy is controlled, or partly 
controlled, by advertisement. 

Branding and Advertising—As indicated in Table I, com- 
modities may be broadly divided into two classes, the branded 
and the non-branded. The former, of course, are usually highly 
advertised and the margins of gross profit are usually fixed or 
controlled. An examination of Table I will show that controlled 
commodities tend to be associated with the wider margins, 
though there are two interesting exceptions in the 14 per cent. 
group. Where two controlled commodities of the same designa- 
tion appear in different groups (as in the case of toilet soap), 
that in the lower group is specifically advertised, while that in 
the higher is not. Thus advertisement (or rather the partial 
monopoly to which it gives rise) does not always confer on the 
retailer an extra wide margin of gross profit. Furthermore, 
while the margins of branded goods are for the most part 


360 THE ECONOMIC JOURNAL [SEPT. 


definitely regulated, there is, in practice, a certain amount of 
freedom, as the following table shows :— 


TABLE IT 
Trade Re-sale Re-sale | Labelled 
Firm. Price Price Price in- with 
Fixed ? Fixed? |sistedon?] Price. 
Cadbury Bros. (Chocolates) . | Yes. Yes. As far as | Usually. 
possible 
Imperial Tobacco Conner Yes. Yes. Yes. No. 
Lotus Shoes x Yes. Yes. Yes. Yes. 
Wolsey Underwear , No. No. No. 
Lever Bros. : 
Grocery Soaps . : + | Mes. Yes. No. No. 
Chemist’s Lines Yes. Yes. Yes, No. 
Allen & Hanbury (Patent 
Foods) Yes. Yes. Yes. No. 
Reckitts Sons (Metal 
Polishes) Yes. Yes. No. No. 
Bovril Ltd. r ‘ . | Yes. Yes. As far as | No. 
possible. 
Jaegers Ltd. (Woollens) Yes. In some 
cases. 
Manfield & Sons || Ses. Yes. Yes. Yes. 
“ Daily News - | Yes (lower | Yes. Yes. Yes, 
price for 
outside of 
London). 


The branding of commodities is rapidly becoming more 
general even in respect of ordinary food-stufis, and the general 
effect will be to render the individual retailer less and less 
responsible for either the prices he sells at or for the prices at 
which he buys. 

Joint Supply—The very narrow margins on certain com- 
modities are partly rendered possible by “ joint supply.” Some- 
what in the same way as in railway transport the higher priced 
goods (e.g. tobacco) help to pay for the bulkier goods of lower 
unit value (e.g. coal), so, in retailing one commodity with a wide 
margin (e.g. jam) helps to pay for the retailing in the same 
grocer’s shop for a commodity with a lower margin (e.g. butter, 
and especially sugar, on which the net profit is practically nil). 
In the meat trade a very wide margin is associated with expensive 
cuts, while the inferior “cuts” are actually sold at a loss, the 
average for all “cuts” being about 20 per cent. in a quick cash 
trade. Some things are cheap because others are expensive. To 
some extent, in retailing the consumers of luxuries benefit the 
consumers of necessities. The ubiquitous sale of cigarettes and 
sweets is rendered practicable only because these articles are 
either sold together or in conjunction with other goods. Joint 
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supply, therefore, even if it does not directly reduce margins, 
may permit of an enormous extension of services for public 
convenience and for the stimulation of sales.! 

Cost of Retailing —Taking cost in its widest sense to include 
labour, managerial skill, risk, rent, working capital and rate of 
stock-turnover, it is obvious that some commodities cost more to 
retail than others. Cost is, of course, one of the chief factors 
determining margins of gross profit. Jewellery and furniture 
(334 per cent.) involve higher costs than fish and fruit (25 per 
cent.); fish and fruit, higher costs than flour and tea (14 per 
cent.). Amongst branded articles, boots and shoes and under- 
wear cost more to retail than biscuits and cigarettes. 

The following data, representative of ordinary shops doing a 
very good trade in central positions in the smaller provincial 
towns, give some idea of the costs involved in the retailing of 
different classes of commodities. 


III 
Rate of 
Value of Stock Average No. of | | Mins. 
Trade and Nos, of Btock at! Rent, | No. of 
ops studied. carried. Purchase. pe Ous- 
annum.* eek. | tomers. 
Grocery and Pro- 

visions (12) . | £1,794] £200 10 350 4 Se. 2,300| 4 
Meat (8) . 3 £83) £175 | 125 10 3 2s. 6d. | 1,500 2 
Tobacco and Ac- 

cessories (12) . £520) £150 10 | 180 2 | 1s. 4d.) 1,500; 1 
Fruit and Vege- 

tables (12) : £65 | £125 80 40 2 ls. 6d. | 1,500 1 
Fish (4) . £29| £125 | 200 | 15 | 2 | 1s. 6d.|1,500| 24 
Millinery (4) a £260| £200 30 50 3 lds. 200 | 10 
Boots and Acces- 

sories (8) . | £2,995} £240 25] 150 | 3 | 128. | 240] 6 
Confectionery 

(Chocolates) 

(16) £173] £85 9 | 100 | 2 | 10d. | 675 
Newspapers (4) £4| £90] 313 10 2 ld. | 6,000 
Furniture and 

Furnishings (3) {£14,976} £500 2°5) 125 5 £6 120 | 30 


The above data give only a general idea of differences in costs, 
but are sufficient to show that to retail some commodities requires 
more labour, capital and responsibility than is required by 
others. One might expect wide margins of gross profit to be 


1 It is possible to regard the narrow margin of cigarettes as “ predatory ” 
on the confectionery and other trade margins. 

2 It should be noted that this is usually associated with degree of perishability 
(physical or fashion-caused). 
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always associated with high costs. But this is not found to be 
the case. For example, in the cash meat trade, and especially 
in the grocery trade, the margins of gross profit are relatively 
narrow, whereas the real costs are distinctly high. In the con- 
fectionery and newspaper trades, on the other hand, the margins 
are exceptionally wide and the real costs very low. To explain 
these anomalies one has to take into account the additional and 
most important factor of turnover. 

Competition and Demand.—The margin of gross profit is 
greatly influenced by the demand for a certain commodity and 
the number of retailers supplying that demand. Effective 
demand divided by the number of shops gives the average shop- 
turnover or sales. If this is very small a wide margin of gross 
profit will be necessary; if considerable, a narrower margin will 
suffice. 

There are approximately 500,000 shops! in England and 
Wales, and assuming that, averaged out, every man, woman 
and child spends 16s. per week in shops, this gives £62 per week 
as the turnover of the average shop. If this result is approxi- 
mately correct (and it agrees fairly well with ascertained figures 
to be given later), then it is obvious that a fairly considerable 
margin of gross profit is necessary with a turnover of this 
magnitude. 

The following table shows the average turnover and the 
number of shops selling different commodities in four of the 
smaller provincial towns in England, two industrial and two 
non-industrial. 

The information in this table helps to explain the apparent 
anomalies referred to in connection with meat and groceries, and 
confectionery and newspapers. In the case of the former both 
the minimum and average turnovers are relatively high, whereas 
in the case of the latter they are relatively low. 

But while the margin of gross profit on any commodity or 
group of commodities is influenced by the number of competitive 
retailers, the number of competitive retailers is also influenced 
by the margin of gross profit. Is, for example, the margin of 
gross profit in the confectionery trade wide because the shops 
are sO numerous, or are the shops numerous because the margin 
is so wide? In any economic question, to distinguish between 
cause and effect is often extremely difficult, and this is particularly 
true in regard to retailing. Perhaps a sound view to take is 
that most small shops are “ marginal” (i.e. just earn a living 

1 Excluding street stalls and barrows. 
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Taste IV 


of 

hops (per 

200,000 re. | Average Turn-| Total 

Trade and Margin sidents and | Effective 
of Gross Profit. 200,000 oc- | Per wee . and | Demand 
casional range tor per week. 
visiting all Shops. 

customers). 


Grocery and Provi- 380 £90 £34,200 
sions, 15%. (£50 to £400) 
30 shops 
Confectionery (Sweets 256 £20 £5,126 
and Chocs.), 30%. (£15 to £40) 
40 shops 
Fruit and Vegetables, 240 £40 £9,600 
25%. (£25 to £100) 
14 shops 
Meat, 20%. 210 £100 £21,000 
(£70 to £250) 
20 shops - 
Tobacco and Acces- £30 £5,760 
sories, 20%. (£25 to £85) 
18 shops 
Boots and Accessories, £90 £12,240 
25%. (£60 to £250) 
14 shops 
Millinery (inexpensive), £80 £8,000 
25%. (£60 to £300) 
14 shops 
Fish, 25%. £70 £4,200 
(£50 to £150) 
8 sho 
Furniture and Furnish- £1 £6,000 
ings, 33%. (£100 to £1,000) 
5 shops 


wage) and that margin of gross profit and rate of turnover must 
be to some extent a function of this condition. 

Relation of Expenses to Turnover.—Within certain limits, and 
under normal conditions, the retailer’s expenses do not increase 
pro rata with turnover or sales. This fact has, or should have, 
a very important influence on the margin of gross profit, for it 
renders possible the making of large net profits by selling at 
reduced prices, assuming, as we usually can, that there is always 
a measure of unsatisfied demand for most commodities. Even 
if there is not, price reduction on this principle attracts customers 
from competing businesses, and tends to eliminate businesses 
which are run extravagantly. 

An interesting example of the relation of expenses to turn- 
over is afforded by the following figures referring to the con- 
fectionery trade. 
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Number of 
Shops per 
£10,000 
Effective 
Demand 
per week. 
11 
500 
250 
100 
333 
111 i 
100 
143 
67 
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TABLE V 
Average Large Average 
Retail Retail Wholesale 

Business. Business. Business. 
Annual Turnover . > £1,300 £26,000 £32,000 
Average Margin - Gross Profit 30% 12% 10% 
Gross Profit £390 £3,120 £3,200 
Expenses. £160 £1,710 £1,800 
Expenses per cent. "Turnover 12:3% 66% 56% 
Net Profit . 3 £230 £1,410 £1,400 
Net Profit per cent. Turnover’ : 54% 44% 


But the principle of large turnover and small margins only 
holds within limits. As businesses become very large with heavy 
overhead expenses, the expense margin per cent. turnover tends 
to increase. This is clearly shown by the figures of profits and 
expenses to follow. But this does not lessen the importance of 
the principle. It merely indicates that the study of expenses 
per cent. turnover | in the dynamic sense is one of extreme 
importance. 


Retait Net Prorits AND EXPENSES 


We now come to the more lively question as to what the 
retailer actually makes. In approaching this subject it is essen- 
tial to realise that variation amongst businesses is enormous. 
How, for example, are we to give a true impression of the profits 
earned in a system which contains at one extreme the tiny house- 
shop of the slums, taking, perhaps, only £150 per annum, and 
at the other extreme the huge joint-stock departmental store 
with a corresponding turnover of £5,000,000 to £10,000,000 ? 
Some system of grouping is obviously necessary, and the following 
has been found to be convenient for purposes of a broad con- 
sideration of the subject :—(1) ordinary shops doing a very good 
trade in central positions; (2) ordinary shops doing a smaller 
trade in quieter positions; (3) ‘‘ house shops ” in poor districts, 
and (4) large organisations, namely, ‘‘ chain shops,”’ departmental 
stores and Co-operative Societies. It should be noted that (2) 
and (3) are more numerous than (1) and (4). 

In addition to grouping, there is the question of samples on 
which to base averages. The information must be truthful and 
adequate in quantity, and must also be of the right character. 
These conditions are not easy to satisfy, either in an official or 
a private inquiry. The procedure followed for securing the 
information in this paper was private in character and consisted 
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(1) in visiting different classes of shops in different towns and 
obtaining by various methods information as to turnover, margins 
of profit, expenses, etc.; and (2) in visiting wholesalers, manu- 
facturers, bank managers, etc. with a view to confirming or 
otherwise and supplementing the information obtained under (1). 
Altogether a total of approximately 300 shops were visited on 
several occasions in six of the smaller industrial and non-industrial 
towns, and a considerable and additional number of shops and 
firms were also called upon in London. The number of shops 
from which definite and reliable statistical information could be 
obtained was, of course, small, though larger than was expected. 
As regards turnover only, the number of shops supplying informa- 
tion on this point is given in Table IV, and as regards turnover, 
profits and expenses, the numbers of shops are recorded in 
Tables VI and VII and by the subsequent figures relating to 
extremely large and extremely small organisations. E 

From a statistical point of view the number of shops supply- 
ing definite figures is admittedly small. But it should be borne 
in mind that all shops supplied information to some extent, and 
this proved in many cases exceedingly useful and quite valid 
for purposes of generalisation.1 

In Table VI it will be seen that ordinary shops doing a very 
good trade in central positions yield net profits ranging between 
£300 and £3,000, while the net profit per cent. turnover ranges 
between 5 and 16. In every case except one (confectionery) the 
expenses per cent. turnover are greater, usually very much 
greater, than the corresponding net profit percentage. 

It is necessary, however, fully to realise that there is great 
variation in turnover and in profit between shops of similar 
physical capacity. The writer is familiar, for example, with a 
fish shop in a suburban residential district of London which 
yields a net profit of £700 per annum (cf. Table VI) after paying 

1 As an illustration of this, and of the kind of method sometimes necessary, 
the following investigational experience may be quoted. In studying the smaller 
shops of a West-country town, the writer found a useful ally in the person of a 
wholesale tobacconist and confectioner whose principal customers were the small 
shopkeepers of the neighbouring villages, most of whom had outstanding accounts. 
A round journey was made by motor-car with one of the wholesaler’s travellers, 
and all of these small customers were called upon and, by a prearranged methced, 
satisfactorily interrogated. Although no exact figures were obtained (partly for 
the reason that in most cases no reliable records existed), yet a large amount of 
dependable information was secured regarding the earnings and economic position 
of the small shopkeepers in this particular region. Even in the case of large 
businesses there are ways of arriving at an estimate of the profits by indirect 


means, though, of course, from every point of view, this is not as satisfactory as 
the voluntary disclosure of recorded figures. 
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TABLE VI 


Representative Retailing Results of Ordinary Shops doing a Very 
Good Trade in Central Positions in Four of the Smaller 
Provincial Towns. 


Ex- 
Trade and Number | ‘7p —" 

of Shops studied. : Pens 
over. 


Fish (4) . | £5,824 £1,456 17% | £466 
Meat (8) (£10,400 £2,080] £1,560 | 15% | £520 


£5,240 £1,310} £874] 14% £436 
£7,800 £1,950} £858|) 11% | £1,092 


visions (12) £17,940 £2,691 | £1,615 9% | £1,076 
Confectionery 
(Sweets and 
Chocs.) (16) . | £1,560 £468} £219] 14% £249 
Tobacco and Acces- 
sories (12) £5,200 £1,040} £572] 11% £468 
Boots and Acces- 
sories (8) . £7,488 £2,096} £1,123 | 15% £973 


Furniture and Fur- 
nishings (3) . |£37,440 £12,480 | £8,736 | 23% | £3,744 


N.B.—Net Profits include earnings of personal management. 


Taste VII 
Smaller Shops doing a Quiet Trade. 


Trade and Number 
of Shops studied. 


Meat (6) . | £2,800 £616 | £291 £325 
Grocery (10) . | £3,500 £560 | £280 £280 
Fruit and Vege- 
tables (8) . £2,500 £625 | £250 £375 
Boots and ‘Acces- 
sories (6) . . | £3,750 £1,013 | £323 £690 


N.B.—Net Profits include earnings of personal management. 


for the salary of a manager, and another in a “ working class ” 
district yielding a similar income. There is nothing very remark- 
able about these establishments beyond the fact that they do a 
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Aver. 
Net 
| | 
Profit. Turn- 
over. 
— 
5% 
ruit and Vege- 
tables (12) : 8% 
Millinery (inexpen- 
sive) (4) . 14% 
Groce and Pro- | 
6% 
16% 
9% 
13% 
10% 
Aver. 
Annual 
Turn- | Gross | Ex- | Net 
Gross | Profi | Profit. | 
over. | profit | Profit. | penses.| Turn. rofit. | Turn. 
over. over. 
Sales. 
12% 
8% 
15% 
18% 
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big trade—the result of position (in relation to population) and 
management. 

Table VII referring to smaller shops doing a quieter trade 
shows net profits ranging between £280 and £690, with the net 
profit per cent. turnover varying from 8 to 18. In these shops 
a large proportion of the work is done by the proprietor himself. 

The next set of figures (Table VIII) relate to shops much 
smaller than those referred to above and situated in the poorest 
districts of small industrial and non-industrial towns. 


Taste VIII 
“* House-Shops,”’ etc. in the Poorest Disiricts. 


vera; argin of Gross Profit 


Nearly 20 per cent. of the shops in a small industrial town 
investigated and over 5 per cent. of the shops in a country town 
are of this type. They are essentially semi-domestic economies, 
usually run by the wife, the husband working out or drawing 
unemployment benefit. 

We next come to a different side of retailing, namely, the 
large organisations which fall into three groups: the Depart- 
mental Stores, Multiple or “chain” shops, and Co-operative 
Societies. 

The following figures represent average cost percentages on 
total sales for London, Suburban and Provincial Departmental 
Stores, as supplied by the Incorporated Association of Retail 
Distributors. 


Deprec 
and Repairs, Ex- 
Feb. 1. iy etc. penses. 


1914 | 100 : : ‘ : ‘Bi 18°67 
1922 | 2493 . . . . . 19°31 


The average working margin of gross profit for Departmental 


Stores is 25 per cent. 
Now, to take a concrete case, one of the largest and highest 


y 
| Sample A. | Sample B. | Sample C. 
£800 £156 
25 20 20% 
xpenses % Turnover . E J 3°39 “4, 4°89 
Net Profit. . . .| £283 £125 £8. 
Net Profit % Turnover . 22% 
/ 
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class Departmental Stores in London had an annual turnover of 
£6,141,995 in 1925. Assuming the total expenses to have been 
20 per cent., the net profit would have been £307,100. 

The turnover in 1924 of a high-class but very much smaller 
establishment in a West-country town selling mainly women’s 
clothes was £170,000. Again taking a 5 per cent. profit basis, 
the actual net profit would have been £8,500. As a matter of 
fact the gross margin on women’s clothes is considerably above 
25 per cent., therefore it is probable that £8,500 net profit is an 
under-estimation. 

It will be of interest to observe here that in most of the large 
drapery establishments the most profitable department is 
millinery. The rate of stock turnover in inexpensive millinery 
is often remarkable, being sometimes as high as 65. In one 
small industrial town there is a millinery department which sells 
800 bats per week at 5s. per hat and makes a net profit of over 
£1,000 per annum; but this, of course, is rather exceptional. 

The next group to be considered is that of Multiple or “ chain ” 
shops. The following figures will be of interest. 


Average Results of two Multiple Shop Companies. 


Average 
Turnover 


Average 
Margin 
of Gross 
Profit. 


Total net 
Profit 
per 
annuin, 


Total net 
Profit % 
Total 
Turnover. 


Cheap Grocery and 
Provisions 

Cheap Meat 
(private com- 


pany) 


£15,600 


£11,000 


23% 


20% 


£585,000 


£28,600 


5% 


4% 


In the case of a popular chain of “ bazaar” shops selling a 
great variety of articles, a single branch in a busy town of 
60,000 inhabitants, and having a wide selling radius, may take 
£2,000 per week or £104,000 per annum, and, working on a 33 per 
cent. basis, yield a net profit of £10,000 per annum. This would 
be an exceptionally busy branch; many would not yield a quarter 


of this income. But the case is interesting in a general survey 
of retail profits. It is hardly necessary to point out that the 
profits derived from departmental and multiple shop trading have 
normally to be divided amongst a large number of shareholders. 
We now turn to the last group—the Co-operative Societies. 
Co-operative trading is subject to the same economic forces as 
so-called competitive trading, the only essential difference being 


Number 

Trade. of Branch 

Branches. per 

annum. 
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one of ownership.! The total sales of Co-operative Societies in 
England and Wales in 1923 was approximately £130,000,000 of 
which £16,938,227 was expended on wages and salaries. Co- 
operative Societies therefore handle about one-twelfth of the 
total retail trade of the country. In provincial towns with a 
purchasing public of 60,000 the net sales (or turnover) may 
amount to £500,000 per annum. This will include the turnover 
of one or more “ branches.” The margin of gross profit varies 
between 22 per cent. and 25 per cent., the expenses between 
12 per cent. and 14 per cent., and the net profit or surplus (free 
of income tax) between 10 per cent. and 11 per cent., of which 
the major portion is distributed as dividends amongst the members 
at the rate of about 2s. in the £ purchase. The annual surplus 
in a medium-sized provincial town may easily be £50,000. 


Discussion oF Retart Prorits AND EXPENSES 


The foregoing figures indicate that the most usual net profit 
in retailing is £300 to £500 per annum. This profit is made 
under highly competitive conditions and does not appear to be 
an excessive reward where the services rendered are efficient, 
necessary and honest. The reward of the average retailer is often 
compared with that of the average farmer. A farmer of 300 
acres does well if he clears, on an average, £500 a year. It is 
often cited as being unfair that a tradesman can earn the same 
amount with much less capital, knowledge and risk. Such com- 
parisons, however, are often too hastily drawn. Real sacrifices 
and real satisfactions need to be compared, and this cannot be 
done in terms of money. In many forms of retailing great 
effort and skill and long hours of work are necessitated. At the 
same time, it is a fact that as regards price policy, the retailer is 
in a more powerful position than the primary producer. 

The difference as regards profit and turnover between shops 
of a similar capacity and kind is due to (a) management and (6) 
location. Either one or both may be the determining factor. 

Profits are naturally much higher in large businesses because 
of the greater turnover. The margin of gross profit is frequently 
the same in both large and small, but the margin of net profit 
tends to decrease, and the margin of expenses to increase as 
businesses get larger. 

Co-operative Stores and Departmental Stores are to some 
extent comparable. The margin of gross profit is much the 
same in both, but the margin of expenses is less in the case of 


1 It should be noted that these businesses involve the investment of the 
members’ capital and are essentially “‘ capitalistic.” 
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the former because of lower overhead charges (absence of high 
rent, advertising, credit, delivery, exclusiveness, variety and— 
in some commodities—good quality). 


RESPONSIBILITIES OF THE CONSUMER 


In discussing retailing, the distinction between the supply of 
goods and the supply of services is not always adequately 
emphasised. Retailing as a productive activity is essentially 
the supply of services. It would not be difficult to secure a 
5 per cent. reduction in retail prices if the general public were 
willing to forego some of the services at present demanded or 
complacently accepted. Some of these have been mentioned 
above. A very important question is the number of shops. A 
reduction in service from this point of view is possible owing to 
the fact that many shops are redundant.1_ But curtailment would 
be accompanied by some loss in public convenience. 

The main argument against the reduction of services— 
advertising, multiplicity of ‘lines,’ number of shops, etc.—is 
psychological. Is it not true that the desire to produce and 
earn is stimulated by the widespread display of attractive com- 
modities? Does not this display tend, in the long run, to 
improve the standard of living ? 

But without any radical alteration in the present system 
the consumer could do much to render retailing more efficient. 
A general effort to avoid “rush hours ”’ and so spread the work 
of retailing more evenly over the day and the week would have 
highly beneficial results. Reduction in the demand for credit 
and some increase in the size of purchases would be distinctly 
beneficial. A more rational attitude towards prices and price 
alterations is also needed. The lure of 112d., the willingness to 
pay two different prices for exactly the same article, the 
unwillingness to respond to price reductions designed to produce 
a big turnover, are characteristic of large numbers of consumers, 
many of whom are insufficiently informed as to the true relation 
between price and value. 

One-quarter of the price which the consumer pays goes to 
the retailer. It seems a large slice, but under existing circum- 


stances appears to be necessary. 
W. R. DuNLop 


(As in the case of a previous paper (EcoNoMIc JOURNAL, 
September 1925), the writer is indebted to Mr. F. W. Lawe, M.A. 
(Cantab.) for valuable criticisms and suggestions.) 


1 Some statistics collected by the writer on this point will shortly be appearing 
in The Economist. 


EMPIRE FREE TRADE! 


Wuat is to be said for the ideal of converting the British 
Empire into a single fiscal unit with a tariff against foreign 
imports, complete Free Trade within its borders? And is there 
any prospect that such a plan might in the measurable future 
become a practical possibility? At first sight, the ideal, while 
certainly difficult of attainment, would seem to be worth pursuing, 
. for it has elements which may well appeal to even an ardent free 
trader. It would create a vast free-trade area embracing a 
quarter of the world’s population and one-fifth of its territory— 
an area four times as large as either Europe or the United States. 
In these days of excessive economic nationalism, Europe’s net- 
work of tariffs is properly regarded as one major cause of her 
distress; conversely, internal freedom of commerce is a funda- 
mental factor in the relative prosperity of the United States ; 
and from this contrast alone the notion of the British Empire as a 
commercial unit is an alluring one. 

Difficulties at once suggest themselves. The plan involves 
the sweeping away of tariff walls within the Empire, and (except 
in the case of Canada) it is obvious that this partial demolition of 
protection must expose manufacturers in the Overseas Empire 
to competition from the quarter against which their protective 
tariffs have hitherto been chiefly directed, viz., the Mother 
Country. The strength of protectionist sentiment in the overseas 
Empire clearly renders such a development improbable. On 
the other hand, the plan requires that Britain herself should 
impose a tariff on imports from beyond the Empire; of necessity 
this must fall upon foodstuffs and agricultural raw materials ; 
and it is needless to remark upon the political obstacles to this. 
Yet the prospects of success are not so remote as to deprive the 
subject of all interest. In the Dominions that have had most 
experience of high protective tariffs there is evidence of a reaction ; 
and this is notably the case where farmers have become politically 
active. In Canada, for instance, the immediate post-war period 
saw a widespread demand for complete Free Trade between 
Canada and Great Britain within five years, and recent reports 


1 Extracted, largely, from a thesis, ‘‘ Preferential Tariffs in the British 
Empire,” approved by the University of London for the degree of Ph.D. 
No. 155.—vou, xxxIx. cc 
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from Washington have again turned attention to this promising 
form of fiscal retaliation. In Australia, too, a recent writer on 
tariffs finds ample proof of a reaction against Protection, and 
believes that a pleasant surprise is in store for the government 
courageous enough to reduce tariffs.1_ Britain’s adherence to 
Free Trade is still firm, but withal it has in recent years visibly 
weakened at several points; and a turn of the wheel of political 
fortune may even in this generation show that her traditional 
fiscal policy has a precarious hold on life. With a Labour Govern- 
ment somewhat vaguely committed to the bulk purchase of 
imported foodstuffs (often rendered to electors as “‘ purchase 
from the Dominions ’’), promising stability of agricultural prices 
by control of imports, and led by men who are often eager to 
outbid their opponents in the fervour of their imperialism, it is 
evident that the principles of Protection may gain substantial 
victory while its historic champions in British politics rest on the 
Opposition benches. Thus Protection may triumph in Britain; 
the Dominions may move towards Free Trade as sound economic 
doctrines inform their legislators, or at any rate as farmers gain 
political power; and, it is suggested, the cumulative effect of 
economic interest and imperialist sentiment may lead to inter- 
imperial Free Trade. Our history already provides an illustration 
of the dramatic suddenness with which fiscal policy may be reversed 
by an almost fortuitous coincidence of economic, political, and 
personal factors. There is at least a primd facie case to consider. 
We turn, then, to inquire into the probable effects on Great 
Britain and the overseas Empire respectively of a scheme of 
Imperial Free Trade. 

Great Britain, as a manufacturing and exporting country, 
would in some directions certainly profit by Imperial Free Trade. 
Her producers already enjoy a limited tariff preference over 
foreign competitors in some parts of the Empire. But the willing- 
ness of the self-governing Dominions to confer this boon upon the 
Mother Country has been accompanied by reluctance to grant 
equality of opportunity with their local manufacturers. Imperial 
Free Trade would confer this equality, would increase the British 
preferential advantage over foreign competitors, and would for 
the first time establish preference in hitherto open-door colonial 
areas. Against these considerations, however, must be set certain 
losses to Great Britain. At present some sixty per cent. of her 
imports are drawn from foreign sources, and a differential tax on 
these to benefit Empire producers would mean a heavy sacrifice. 

1 F.C. Benham, The Prosperity of Australia, p. 229. 
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Falling largely upon foodstuffs and raw materials, such a tax must 
raise production costs and tend to embarrass exports, more than 
half of which now go to non-British markets. Moreover, the 
anti-foreign tax would divert supplies, at a lower price, to com- 
petitors of the British manufacturer. And the differential 
treatment accorded by Great Britain to imports would be likely 
to lead to retaliation and the partial loss of most-favoured-nation 
treatment. 

So far as Great Britain is concerned, then, the economic 
consequences of Imperial Free Trade, combined with a tariff on 
foreign imports, would be by no means wholly favourable. 
Whether on a balance the gain would outweigh the loss cannot be 
judged in advance. To take an illustration from Pigou, there 
would be a net gain to Britain if she were granted a substantial 
preference in, or immunity from, protective duties, in imperial 
markets in return for her imposing a tax of a farthing per ton on 
ostrich feathers.1 The answer, that is, must depend upon the 
detailed character of the bargain between Britain and the overseas 
Empire. But there is no reason to doubt that a reciprocal 
arrangement could be made which would materially profit Britain. 

The issue may next be examined from the viewpoint of the 
overseas Empire. This separate approach is not, however, to 
suggest that the factors already considered would not react also 
upon the colonies and Dominions. Great Britain is their principal 
market, and then, as now, any change in her economic condition 
would be reflected in the lands which rely so largely upon her 
purchasing-power. Likewise the diverting of foreign supplies to 
neutral markets would directly affect producers in the Empire. 
And the enhanced prices secured in Britain would be accompanied, 
as the war-period well revealed, by higher prices to colonial 
consumers. Subject to these important qualifications, it can 
safely be said that the substitution of Imperial Free Trade for the 
present order would represent for the people of the British 
dominions a clear advantage. 

What are now small units, vainly striving after self-sufficiency, 
and fostering industries under hothouse conditions, would become 
parts of a great Free Trade area. To consumers, the free flow of 
mainly British manufactured goods would be a clear gain. Their 
producers would reap a profit from the differential British tariff 
against foreign competitors. It is true that with Imperial 
Free Trade the Dominions would tend to specialise on the 
production of foodstuffs and raw materials and to depend, to an 


1 “ Protective and Preferential Import Duties,” p. 85. 
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even greater extent than now, upon imported manufactures ; 
though the development of local manufacture would be by no 
means so impossible as is commonly pictured. The wide extension 
of British imperial preference, too, would attract to British 
territory (notably to Canada) some manufacturing processes for 
the purpose of qualifying for tariff rebates. Yet even if it be 
conceded that the industrialisation of these countries would be 
retarded by Imperial Free Trade, the assertion that this would 
mean an inferior status and a “blighted destiny ” is not one 
that is capable of rational proof. 

A more substantial objection is that the formation of an 
imperial customs union would impair the fiscal and political 
autonomy of the constituent parts of the Empire. There is no 
doubt that in the interpretation of some advocates of a British 
Zollverein or of preferential tarifis this fate would be inevitable ; 
and indeed for such persons the destruction of local autonomy 
and the more efficient organisation of Empire on a more or 
less military basis are the very objects sought. On the other 
hand an imperial customs union, voluntarily entered upon and 
terminable at will, is an arrangement different in degree but not 
in kind from a trade convention between sovereign states. In 
either case the parties’ immediate freedom is curtailed for a 
presumed greater advantage. 

It is necessary in this connection to notice the belief, inherent 
in almost every popular defence of protective tariffs, that complete 
freedom of trade must lead to an equalisation of wages or at any 
rate of standards of life throughout the Free Trade area. This is 
an issue of some theoretical and much practical interest in the 
British Empire; and it is a problem on which economic theory 
can throw light. Is it not obvious, to take a specific case, that 
the exclusion of Hindu labourers from White Australia, because 
of their low standard of life, is a futile proceeding if the products 
of this cheap labour are to be freely admitted to compete with the 
products of Australian workmen? “It seems as plain as a 
pikestaff to the average person,”’ writes Professor Taussig, ‘‘“—to 
the average employer no less than to the average workman— 
that the country in which money wages are low can undersell the 
country paying high money wages; and that if the two compete 
without restriction, wages must become the same in both.” And 
yet, Taussig further observes, there is no such tendency to equalisa- 
tion; the two countries may trade, to their mutual advantage, 
with the permanent maintenance of the divergences in wages ; 
and likewise, differences in commodity-incomes or standards of 
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life may persist under complete freedom of trade. These 
theoretical conclusions are verified by actual experience, and 
indeed the first example cited by Taussig is directly relevant to 
the problem of British Imperial Free Trade: between Great 
Britain and India, for several generations, on a great scale, with 
rapid and cheap transportation, there was complete Free Trade, 
and yet striking differences persisted in real and money wages.! 
The reasoning in the last paragraph, it is vital to remark, 
rests upon the assumption that the people with an inferior 
standard remain in theirowncountry. If Free Trade were accom- 
panied by free movement of persons, the tendency towards a 
common standard would be undeniable. This assumed immo- 
bility is of the highest practical importance in the present context. 
It is not sufficient either to retort that complete mobility (with or 
without freedom of trade) would equalise economic standards, 
or to deny that discussion of British Imperial Free Trade touches 
the difficult problem of human migration. The two issvies are in 
fact intimately connected. The fiscal plan under review requires 
that India should confer preference upon British imports—upon 
imports, that is, from countries which either exclude her people 
or subject them to severe disabilities. It is hardly conceivable 
that these British communities would consider the relaxation of 
their Asiatic-exclusion laws: indeed there is probably no ex- 
aggeration in the statement by the Prime Minister of the most 
intensely British dominion that the issue is one on which his people 
would be prepared to fight against the British flag. Nor is it in 
the least degree likely that, while the ban remains, Indian opinion 
would tolerate preference. A recent pronouncement in point 
occurs in the report of the Indian Fiscal Commission (1921-22). 
The majority advised against any general system of imperial 
preference, but suggested that at some later date the Tariff Board 
and the Indian Legislative Assembly might grant certain limited 
preferences; with regard to these, the commission recommended 
that any preferences to the United Kingdom be granted as a free 
gift, while in the case of other parts of the Empire preference 
should be granted only by agreements mutually advantageous. 
That would seem a sufficiently cautious attitude, especially with 
regard to ‘other parts.” Yet the recommendation drew a 
protest from a more strongly Indian minority : “‘ We cannot agree 
to any trade agreements being entered into with any dominion 


1 “ International Trade,” pp. 38, 39, 154. 
2 Sir Joseph Ward, New Zealand Prime Minister at Melbourne, 5th February, 
1907—cited by Jebb, ‘‘ The Imperial Conference,”’ Vol. II, p. 42. 
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which discriminates against the people of this country.” 1 Apart 
from this aspect, Indian opposition to imperial preference is 
virtually unanimous. And if India be excluded, the impressive 
calculations of the vast resources awaiting the British imperial 
Zollverein must be revised out of all recognition. 

However, ignoring again the practical difficulties, what is to be 
said of the scheme from the viewpoint of the non-British world ? 
It is by this inquiry that we are led to the most valid objections 
to the ideal of inter-Imperial Free Trade. For in common with 
all plans for preference to Empire products—in customs tariffs, 
government contracts, private purchases—this at once draws its 
main strength from, and encourages, the belief that the British 
Empire should seek to attain economic self-sufficiency; com- 
mercial contact between its citizens and foreigners should be 
reduced to a minimum; the undeveloped resources of the 
Empire should to a great degree be monopolised for British 
interests. This ideal of imperial self-sufficiency makes a strong 
appeal in these days when fears and passions engendered by the 
War have a far greater influence than we ever imagine. It is 
easy to show that such an ideal is physically impossible of 
realisation.2 But it is more important to insist that, even to the 
extent that it can be achieved, it is to be condemned. The 
interests of world peace demand that we should look in the 
direction opposite to that represented by the economic self- 
sufficiency of any national or imperial unit. Between the ideal 
underlying the League of Nations and that which prompts us 
to strive towards an economically self-contained Empire, there 
is a fundamental conflict. Incidentally, it is worth observing 
that, even from the viewpoint of national security in wartime, it 
is futile to seek imperial self-sufficiency. Current arguments 
based upon the fear of isolation, to the extent that they are valid, 
establish the case for national self-sufficiency; they are not to 
be reconciled with Free Trade within the Empire, nor with any 
limited scheme of preference calculated to increase Britain’s 
dependence upon distant sources of supply. But our main point 
here is that the ideal of imperial self-sufficiency must make for 
international ill-will, and for this reason we may look askance on 
schemes which give expression to such an ideal. 

Having conceded so much, however, we must remind ourselves 
that in some aspects British Imperial Free Trade would be no 


1 Cmd. 1764, p. 198. 

2 e.g. Final reports of Dominions Royal Commission (Cd. 8462), p. 72, and 
of Balfour of Burleigh Committee (Cd. 9035), p. 27, listing minerals, etc., non- 
existent in the British Empire. 
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more objectionable than the imperfect conditions which already 
exist. To-day, foreign commerce is confronted by differential 
customs-tariffs in all of the British Dominions, in more than half 
of the colonies, and to a slight extent in India and Great Britain. 
On the whole, this discrimination within the Empire has not been 
regarded by foreign states as a proper subject of complaint.? 
The adoption of complete Free Trade within the British Empire, 
accompanied by a tariff against non-British imports, would bring 
our Empire into line with the fiscal policy adopted by other 
colonising Powers under the title of “ tariff-assimilation.”” Alto- 
gether, it may well be held that such a plan would not sensibly 
increase the sources of friction so far as foreign countries are 
concerned. 

The conclusion suggested up to this point is that Imperial 
Free Trade promises to confer economic advantages upon the 
Overseas Empire, unalloyed by any serious economic or political 
injury; that it would probably also, on a balance, benefit Great 
Britain; that it need not deserve condemnation from the view- 
point of the world at large; and that altogether it is, while difficult 
of attainment, an attractive proposition. 

This conclusion, it may seem incongruous to observe, is born 
of a desire to see Free Trade extended as widely and as speedily 
as possible. Perhaps to an undue extent it is coloured by the 
writer’s residence until the other day in a tariff-protected Dominion 
which seems to have little chance of escape from its shackles except 
through Imperial Free Trade. But in any case, our experience 
of tariff preferences within the Empire suggests one corollary to 
Imperial Free Trade that is of the highest practical importance : 
no such scheme should be so rigid as to exclude the possibility of 
reciprocal or other concessions to foreign countries. Otherwise, 
there would be a real danger lest an immediate approach to freer 
trade would be bought at the expense, not merely of certain new 
tariffs, but of the perpetuation of tariff-walls between the British 
and the non-British world. The tariffs contemplated would, in 
effect, be preferential tariffs of the kind already existing, subject 
however to a preference of 100 percent. The danger is that the 
existence of this preference will be used to bolster up the tariff in 
which it is embodied. Such a use of the Canadian preference on 
British goods was made by Sir Wilfred Laurier’s political opponents 
in 1911, leading to the defeat of the Reciprocity agreement with 


1 The German-Canadian tariff war, 1903-9, is an important exception, and 
United States writers have lately been disposed to question the propriety of 
British imperial preference. 
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the United States. Similarly during the present year the Opposi- 
tion in South Africa sought, though without success, to defeat the 
trade treaty with Germany on the ground that it threatened to 
impair British imperial preference. And in 1924 a member of the 
British House of Commons gave vigorous expression to a widely- 
accepted view when he described the repeal of the McKenna duties 
as ‘‘a slap in the face (for the Dominions) because those duties 
contained a preference.” ! It is not suggested that the existence 
of a preference is in fact the effective cause of opposition to the 
repeal of tariff duties, but it is clearly capable of being used by 
interested parties as a cloak for less worthy motives for opposing 
Free Trade. As regards Imperial Free Trade, one cannot of 
course say in advance that a tariff against foreign imports will 
not be likewise entrenched behind imperialist sentiment; but 
the danger is one of which due account must be taken. 

So far, we have considered as a unity something which may 
properly be resolved into a number of distinct parts. Imperial 
Free Trade here means (i) that the British Dominions should 
remove tarifis now imposed upon British goods, but should retain 
such tariffs on foreign imports; (ii) that Great Britain should 
impose a tariff on foreign imports, especially upon those which 
compete with Empire products, and should maintain her present 
generous fiscal policy towards Empire products; and (iii) that 
India and the rest of the non-self-governing Empire should 
similarly adopt this twofold policy. Now there is little reason 
why this composite policy should be treated as a whole, why its 
good elements should not be severed from the bad. It is indeed 
highly improbable that any comprehensive scheme of fiscal 
reform embracing the whole Empire will ever be adopted—that 
would, for one thing, be too much at variance with our vaunted 
national incapacity for anything but piecemeal progress. And, 
as we have constantly been obliged to note, the practical diffi- 
culties in the way are well-nigh insuperable. As much as may be 
said, then, is that the movement for Imperial Free Trade offers 
some promise of progress towards freer commercial intercourse ; 
but that it is also pregnant with dangerous elements, particularly 
in so far as it is inspired by the pernicious ideal of imperial 
economic self-sufficiency. Yet on a balance it represents an 
improvement upon the existing fiscal order in the British Empire. 

R. M. CAMPBELL. 


1 Parliamentary Debates, 17th June, 1924, p. 2013 (Mr. Greene). 
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OnE of the essentials of the system of gold standard is the 
existence of approximate limits to the fluctuation of the exchanges, 
upon which the banking and business community may safely 
depend. Importers in this country should know that, when the 
dollar exchange has reached gold export point, there is no need 
for them to cover their dollar requirements in a haste, for there 
is no risk of a further appreciation. Holders of dollars, in turn, 
should know that they cannot expect any further appreciation. 
The Money Market should know when the exchanges are ap- 
proaching the rates beyond which they are likely to affect market 
resources by means of bringing about gold movements. One of 
the conditions of the efficiency of the system is, therefore, that 
gold points should be ascertainable with a high degree of accuracy. 
Although they are subject to inevitable changes, it is desirable 
that these should be comparatively infrequent, and that they 
should be ascertained as soon as they occur. It is desirable 
from a practical business point of view, as well as for the pur- 
poses of monetary policy, that unknown factors should be 
eliminated, the elements of uncertainty should be reduced to a 
minimum ; and it is the duty of central banks to pursue that end. 

The situation in this respect is, since the restoration of the 
gold standard, far from ideal. Changes have been frequent, and 
a great deal of uncertainty prevails—even in official quarters— 
as to some of the factors affecting gold points. It is character- 
istic that in July 1929 the Bank of France considered it advisable 
to have two small test shipments arranged from London to Paris, 
so as to ascertain the gold import point. 

In the March 1927, September 1927, and December 1928 
issues of this JoURNAL we indicated some of the circumstances 
responsible for the instability and uncertainty of gold points 
since the war. Several of these circumstances, such as the 
frequent changes in the freight rates, insurance rates, and the 
wide fluctuations in the rates of interest, are the consequence of 
the general unsettled post-war conditions for which nobody in 
particular can be blamed. Central banks are largely powerless 
against these elements of uncertainty. This is, however, no 
reason why they should add to them by means of the policy and 
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tactics they adopt from time to time in matters of gold ship- 
ments. Their excuse for interference with gold points—if they 
were to deem it necessary to give any explanation at all—would 
be that conditions are abnormal and require abnormal measures. 
So long as these abnormal measures aim at the elimination of 
special transactions they can only be approved. If, however, 
they are directed against normal commercial gold shipments and 
affect gold points the central banks responsible for them lay 
themselves open to adverse criticism. 

One of the means by which central banks interfere with gold 
points is the policy of arranging gold transactions between each 
other, instead of allowing free course to gold arbitrage and 
confining themselves to normal devices of monetary policy affect- 
ing exchanges so as to initiate or check gold shipments. In 
certain cases the exceptional measures of interference are explained 
by the necessity for some central banks to increase immediately 
their gold stocks, so as to be able to maintain the gold standard. 
On such occasions it is regarded as impossible or inexpedient to 
leave it to the automatic working of the gold standard to fulfil 
this task. In other instances the policy is inspired by a desire 
of saving transport costs. This was the case of the triangular 
gold transactions arranged in May and June 1929, between the 
Reichsbank, the Federal Reserve Bank of New York, and the 
Bank of France, and, to a small extent, between the two former 
and the National Bank of Belgium. In order to support the 
reichsmark exchange, the Reichsbank had to sell gold in New 
York. Instead of shipping gold from Germany, it took over 
part of the gold earmarked on account of the Bank of France in 
New York, sold it to the Federal Reserve Bank, and replaced it 
by means of dispatching gold from its Cologne branch to Paris, 
which is less expensive than shipments from Bremen or Hamburg 
to New York. The Bank of France also benefited by the arrange- 
ment, as it repatriated free of cost part of its gold held in New 
York. 

The comparative frequency of official transactions has led 
to the conclusion that there is a general tendency towards re- 
placing normal commercial gold shipments by transactions 
arranged between central banks. In the absence of any authori- 
tative pronouncement on the part of the leading central banks as 
to their policy in this respect, it is difficult to ascertain whether 
this is included in the programme of the co-operation of central 
banks. It is generally believed, however, that one of the objects 
of the proposed Bank for International Settlements is to reduce, 
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if not eliminate, the volume of arbitrage or exchange transactions 
by such means. 

Doubtless, central banks are in a position to compete success- 
fully with private arbitrage even if no change is made in their 
favour in the existing monetary legislations, and even if they 
adopt an attitude of strict neutrality towards private arbitrage— 
which is by no means always the case. As their gold-holding 
constitutes in any case an idle reserve which earns no interest, 
whether in their vaults or on its way between two centres, there 
is no need for them to allow anything for loss of interest when 
calculating the cost of shipment. For this reason they are in a 
position to undertake gold shipments profitably before any bank 
or other arbitrageur can see its way to undertake them. The 
gold points for central banks are, therefore, considerably different 
from those for other banks. There are, in fact, three different 
sets of gold points, according to whether the shipment is under- 
taken by arbitrageurs paying interest, commission and brokerage, 
banks or brokers paying interest but no commission or brokerage, 
working on joint account with a bank in the other centre con- 
cerned in the transaction, and central banks paying neither 
interest nor brokerage. The difference between these three kinds 
of gold points of the principal exchanges (on the basis of a rate of 
interest of 5 per cent.) is shown by the following table: 


Som Gold Gold 

Points. Points. 
Dollar’s gold import point 4°8811 4°89, 
Dollar’s gold export point 4°85.% 48542 4°8437 
Reichsmark’s gold import point . 20°49 20°514 
Reichsmark’s gold export point 5 20°35: 20°36 20°333 
Guilder’s gold import point . ‘ 12°14} 12°13 12°14% 
Guilder’s gold export point . 12:044 12°05 12-033 
Canadian dollar’s gold import point 4°882 4:8723 4°8843 
Canadian dollar’s gold export point. 4843} 4:85, 4°8442 
French franc’s gold import point . 124:554 124-63} 
French franc’s gold export point . 123°93 123-96 123-85} 


In the case of the reichsmark, the gold import point for “‘ out- 
siders ’’ is calculated on the assumption that, if the Reichsbank 
wishes to discourage an influx it insists on delivery in Berlin. 
In practice this has not occurred yet after the war. The “ extreme 
gold points ’’ are calculated on the assumption that those working 
under least favourable conditions have to bear additional expenses 
of about ,', per cent. in the shape of brokerage, commissions and 
higher rates of interest. Nothing is allowed for possible additional 
expenses caused by the occasional tactics of central banks desirous 


p- 
ld 
of 
r, 
d 
y 
d 
h 
d 
n 
1 
y 
) 
l 

] 


382 THE ECONOMIC JOURNAL (sEPr. 


of discouraging gold movements. For further details as to the 
calculation of above gold points we must refer the reader to the 
author’s book on International Gold Movements (Macmillan & Co., 
1929), Appendix I. 

Admittedly, on certain occasions commercial banks also 
undertake gold shipments without allowing for loss of interest, 
for which case the gold points are identical with those of the 
central banks. As we stated in our article appearing in the 
December 1928 issue of the Economic JouRNAL, if a commercial 
bank is particularly desirous to carry out a gold shipment, it 
includes the gold for book-keeping purposes in its idle cash 
reserves and does not allow for loss of interest. Experience 
since then has shown, however, that such cases are exceptional, 
and, in the predominant majority of cases, they allow for loss of 
interest, though the percentage to be allowed for is a matter of 
opinion in the case of commercial banks, and varies fairly widely. 
For other arbitrageurs, possessing no large reserves, and having 
to finance the shipments on the basis of the current market 
rates, it is, naturally, these rates which determine the amount 
to be allowed for loss of interest. Thus, the rule is that central 
banks are at an advantage as compared with other arbitrageurs, 
and the margin between their gold points is narrower than the 
margin between gold points for other banks. 

This, in itself, would not be particularly disadvantageous 
from the point of view of the stability of gold points if it were 
understood that central banks are always supposed to undertake 
gold shipments whenever exchanges move beyond their special 
gold points. This, however, is by no means the case. The 
primary object of gold transactions between central banks is not 
profit, and they are not likely to undertake gold shipments merely 
for the sake of the margin of profit, unless there is also another 
motive which makes their intervention desirable. Consequently, 
when the exchanges reach their gold points as calculated for 
central banks, gold may or may not be shipped, according to 
the convenience of central banks. This state of affairs is bound 
to create a feeling of uncertainty in the foreign exchange market, 
as nobody knows whether or not a further depreciation or appre- 
ciation of the exchanges would be checked by gold transactions. 
While the gold points for private arbitrage provide an approximate 
limit to exchange movements, the gold points for central banks are 
merely optional limits which may or may not operate in practice. 

As gold points for central banks cannot be relied upon as 
limits of exchange movements, the influx or efflux of gold through 
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direct transactions between central banks fails to produce the 
same effect as on the Foreign Exchange Market and the Money 
Market as gold movements of the same magnitude undertaken 
by private arbitrage. These latter usually result in a marked 
rise or fall, according to the case, in the rates of interest, and 
tend, therefore, to set the factors in motion which tend to correct 
the influences responsible for the weakness of the exchange of 
the exporting country. They also tend to provoke a reaction in 
the exchange rate itself. On the other hand, if gold transactions 
are undertaken by central banks this fact is likely to minimise 
their effect. Though the proceeds of the sale of gold tend to 
influence the exchange favourably, and the contraction of credit 
resources tend to create monetary stringency, these tendencies 
will not be accentuated by the psychological factor as in the case 
of arbitrage transactions. If a shipment is made by private 
arbitrageurs it is known that so long as the exchange remains at 
the rate prevailing at the moment of the transaction, several 
similar transactions will follow. If, on the other hand, a ship- 
ment is made by a central bank, it may or may not be followed 
by other shipments, according to the convenience of central 
banks. Possibly after an isolated shipment the exchange is 
allowed to appreciate or depreciate, as the case may be, until it 
has reached its natural gold point. 

The traditional secretive policy of some central banks con- 
stitutes another disadvantage of gold movements undertaken by 
them. The origin and destination of gold movement by arbitrage 
proper is generally known with a fairly reliable accuracy. On 
the other hand, some time may elapse until the origin and 
destination of shipments by central banks can be traced from 
the returns of other central banks, which do not necessarily give 
reliable indication, as often transactions carried out during the 
period covered by the returns offset each other. The market is 
left in the dark, which is anything but desirable. 

Direct operations by central banks have not so far assumed 
sufficiently large proportions to constitute a serious interference 
with gold points, as far as the principal gold exchanges are 
concerned. On the other hand, the tactics adopted by central 
banks often interfere with the rates at which gold shipments can 
in theory profitably be undertaken by private arbitrage, and still 
more often with the rates at which shipments are actually under- 
taken—which rates are, after all, the rates that really matter for 
practical purpose. Minor changes in the actual buying and selling 
price of gold, aiming at encouraging or discouraging gold move- 
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ments by private arbitrage, influence the rate at which it is, in 
theory, profitable to make shipments. Whether gold is actually 
shipped at that rate often depends upon the attitude of the 
central banks towards arbitrageurs. Very often unofficial 
pressure is borne upon banks to abstain from gold shipments 
even though they appear profitable. It is an open secret that 
in June of this year for several weeks the Reichsbank dissuaded 
the German banks from taking gold from London, although the 
exchange was well beyond gold export point. Similarly, the 
Federal Reserve Bank of New York is believed to have put 
pressure upon American banks to abstain from importing gold 
from London. As a result, both dollar and reichsmark moved 
considerably beyond their theoretical gold export points, which 
caused some uneasiness abroad as to the intentions of this country 
to carry out gold standard in letter and spirit, and is believed 
to have been the cause of the withdrawal of some foreign funds 
from London, accentuating thereby the adverse trend of sterling. 
Largely as a result of Press criticisms, the unofficial embargo on 
gold import from London was raised both in New York and 
Berlin before it could do much harm; but it was a good lesson 
to indicate the damaging effect of the interference of central 
banks with gold movements. 

The attempts to discourage undesirable gold shipments, unless 
they amount to a virtual suspension of the gold standard—as in 
the case of Canada this year—very often fail to attain their end. 
Gold is shipped in any case as soon as the exchange reaches a 
point at which the margin of profits is sufficiently large to tempt 
certain arbitrageurs to disregard the wishes of the authorities. 
As a rule, central banks can only influence banks and firms 
desirous of maintaining good relations with them. Firms or 
individuals without any direct relations with the central bank 
may disregard the official attitude, and may insist on the letter 
of the monetary law compelling the central bank to buy and sell 
gold at a fixed price. These “ outsiders” of the gold arbitrage 
usually work under less favourable conditions than banks, and 
have to pay brokerage and commission. The margin between 
the gold points for their purpose is rather wide, but the official 
interference with gold movements may itself stimulate tendencies 
causing exchange movements even beyond these gold points. 
Thus the possibility of any pressure on the part of the authorities 
merely increases the uncertainty as to the rate at which gold is 
likely to be shipped, without being able to prevent or check 
gold movements. 
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Moreover, most central banks do not confine their interference 
with gold points to mere “ peaceful dissuasion.”” There are a 
great variety of weapons at their disposal enabling them to 
discourage gold shipments they consider undesirable. The 
mildest of them is to abstain from assisting in the packing of 
gold, in which case additional expense is incurred by the transport 
of bars or coins to suitable premises where they can be packed. 
The Federal Reserve Bank of New York, which usually delivers 
gold free on board if it approves the transaction, refuses to grant 
this voluntary facility to an unwanted gold shipment. The 
regulations as to assay are usually sufficiently elastic to allow a 
fair scope for central banks to raise difficulties should they wish to 
do so. Usually there is nothing to prevent them from insisting 
on the assay of every bar—though they may bear the stamp of 
an approved central bank—or delaying the payment for part of 
the consignment. All these tactics, if applied, tend to change 
the gold points, while the mere possibility of their application 
tends to create considerable uncertainty as to the approximate 
figures of gold points. 

The method by which the Caja de Conversion of Argentina 
aims at discouraging gold exports is particularly interesting, and 
provides a characteristic example. Although obliged to convert 
its notes into gold coins at the official rate, it has the option of 
choosing the coins it wishes to pay out. Apart from the well- 
known device of supplying worn coins, it is in a position to 
discourage an efflux by paying out an unwanted category of 
coins. Thus, if the dollar moves against the peso, a gold ship- 
ment to New York may be discouraged by paying out sovereigns 
or mixed coins instead of eagles. Over and above the minting 
cost, the possible loss of weight at melting has to be added to 
the cost of shipment, which circumstance affects the gold point 
considerably. The following figures show the difference between 
gold points for eagles and sovereigns for shipment from Buenos 
Aires to London and to New York : 


SHIPMENT OF SOVEREIGNS TO LONDON 


100,000 sovereigns @ 5°04 pesos 504,000 pesos 
Freight 10s. per £100 £500 0 0 
Insurance 1s. 6d. per £100 . : 75 0 0 
Interest 5 per cent. 22 days ‘ 301 7 5 
Incidental expenses . : 50 0 0 
£926 7 5 


Gold point: 1 peso . = . 47:0868d. 


A 
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SHIPMENT OF EAGLES TO LONDON 


100,000 eagles @ 10°364 4 1,036,400 pesos 
Freight 10s. per £100 £1,027 10 0 
Insurance ls. 6d. per £100 . 154 12 6 
Interest 5 per cent. 22 days 619 6 3 
Incidental expenses 100 0 0 
Allowance for loss of weight per cent. : 513 10 6 
£2,414 19 3 
$1,000,000 @ 4°8665 . : . £205,486 11 8 
Net proceeds . £203,071 12 5 

Gold point: 1 peso . . 47:02d. 


SHIPMENT OF EAaGLes TO New YorK 


Freight } per cent. 
Insurance 1 per mill. . 1,000°0 
Interest 5 per cent. 18 days ‘ 2,465°70 
Incidental expenses . I ; 500°0 
$7,299°0 
Gold point: 1 peso. $0°9579., 


SHIPMENT OF SOVEREIGNS TO NEw YORK 


Freight } percent. . $1,622°17 
Insurance 1 per mill. . 486°65 
Interest 5 per ~ 18 days ‘ 1,199°96 

Incidental expenses : : ; 250°0 
Allowance for loss of weight per cent. 1,216°62 
$4,775°40 

100,000 sovereigns at mint parity . ; R P F $486,650°0 

Gold point: 1 peso . . $0°9561. 


Thus, while it is profitable to ship sovereigns from Buenos 
Aires to London when the exchange declines to 47-088, it is not 
until the rate reaches 47-02 that the shipment of eagles to London 
becomes profitable. On the other hand, the shipment of eagles 
to New York becomes profitable at a rate of 0-953, while it is 
impossible to undertake profitably the shipment of sovereigns to 
New York until the rate has declined below 0-958. 

The shipment of coins other than those of the countries of 
destination involves a risk even if the coins are brand-new, for 
the loss of weight at melting can not be foreseen. The percentage 
allowed for the risk varies according to the conservatism of the 
arbitrageur, and provides an additional element of uncertainty. 

The monetary authorities of other countries have other special 
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devices for the discouragement of gold shipments. They also 
encourage from time to time gold shipments that suit their purpose, 
by an ingenious variety of means. Almost every central bank on 
a gold basis has practised at one time or other some kind of means 
to encourage or discourage gold shipments. As their application 
is not continuous, the Money Market and the business community 
never know when to expect interference. The extent to which 
the interference of central banks affects gold points is striking. 
Though the normal gold export point of the dollar exchange is 
just over 4-85, a direct arrangement between the central banks 
would make shipments possible on a profitable basis at 4:853, 
and the applications of devices of discouragement of ship- 
ments would shift the gold point in practice to about 4-84}. 
The range within which the gold point may move is thus over 
one full point, which tends to reduce the benefits of a legally 
stabilised exchange from the point of view of practical business 
men. At the same time, the manipulation of gold points to suit 
the convenience of central banks reduces the automatic nature 
of the working of the gold standard, which is claimed by most 
of the adherents of the system as one of its principal advantages. 
E1nzie 
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MR. KEYNES’ VIEWS ON THE TRANSFER PROBLEM 


I. A Criticism By M. Jacqurs RUEFF 


In the Economic JouRNAL for March, 1929, there appeared an 
article by Mr. Keynes on ‘‘ The German Transfer Problem.” In 
this article Mr. Keynes answers those writers who believe that the 
transfer problem does not arise when budgetary problems have 
been solved, and that it may even be dangerous to provide 
machinery to maintain the equilibrium of the balance of payments 
of the debtor country. 

This article, like all that Mr. Keynes writes, is argued with 
incomparable logic. The problem is clearly defined, the reasoning 
unfolds itself with such lucidity that the contrast between the two 
points of view is sharply distinguished, and discussion becomes 
particularly inviting. If any excuse is needed for having under- 
taken this discussion, it may be found in the very perfection of 
Mr. Keynes’ dialectics. 


In Mr. Keynes’ criticism of the standpoint of the writers who 
deny the existence of a transfer problem there are two fundamental 
observations, differing greatly both in character and in their 
respective consequences. 

In the first, Mr. Keynes shows that, in his view, the settlement 
of reparations due from Germany raises not only a budget problem, 
but also a transfer problem, because ‘‘ the expenditure of the 
German people must be reduced, not only by the amount of the 
reparation taxes which they must pay out of their earnings, but 
also by a reduction in their gold-rate of earnings below what 
they would otherwise be. . . . The transfer problem consists in 
reducing the gold-rate of efficiency-earnings of the German factors 
of production sufficiently to enable them to increase their exports 
to an adequate aggregate total; the budgetary problem consists 
in extracting out of these reduced money-earnings a sufficient 
amount of reparation taxes ”’ (p. 4). 

On this point Mr. Keynes’ assertion appears to be indisputable. 
But it is equally so when he says on page 5: “ The reduction in 
real wages would be by no means so large as the reduction in 
money-wages, since the prices of home goods for home con- 
sumption might be expected to fall.” 
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This seems to us an essential point. If it were possible to 
examine here the question from the point of view of economic 
theory, by inquiring how equilibrium is maintained or restored, 
provisionally ignoring the resistances which in practice paralyse 
the play of economic phenomena, it could be shown that exchange 
and price movements—in other words, the movements of gold 
prices—which tend to maintain the equilibrium of a balance of 
payments, or restore it when it has been accidentally disturbed, 
affect equally all internal prices. 

This is evident when, during a régime of forced currency, a 
variation in gold prices is brought about by means of a variation 
in the rate of foreign currencies reckoned in the national currency. 
In the case of metallic circulation the proof is more complicated, 
and constitutes a special aspect of the theory of prices; but we 
are sure that Mr. Keynes knows the result and does not dispute 
it. Assuming then that, in the adjustment which restores 
equilibrium to the balance of payments all the prices vary in the 
same proportion as wages, real wages are not modified. Hence 
the purchasing power of the population remains unchanged, and 
the fall in gold prices which restored the equilibrium of the balance 
of accounts has imposed no new sacrifice on the population, and 
has not altered its position in any way. As, moreover, this move- 
ment of prices is entirely spontaneous, we consider that it can 
be altogether ignored. It was for this reason that we felt justified 
in asserting that there was no transfer problem. 

On the contrary, the levy which is to produce the necessary 
funds for the purchase of the exchange to be remitted to the 
foreign creditor will cause no fall in prices, since the purchasing 
power of which the population has been deprived will be trans- 
ferred to the sellers of foreign exchange and utilised by them. 
As a result of this levy, there will therefore be a real decrease in 
the resources of the population of the debtor State, and this 
decrease, measured in purchasing power, will be exactly equal to 
the increase in the resources of the population of the creditor State. 

The foregoing conclusions can also be deduced from a principle 
which I have always found confirmed in the various individual 
cases I have had to study. I should be astonished if Mr. Keynes 
had not, like myself, had occasion to enunciate this conclusion 
and if he did not admit its general applicability. This principle, 
which might be called the principle of the conservation of pur- 
chasing power, simply states that never in the course of the various 
economijc transformations that occur is purchasing power lost 


or created, but that it always remains constant. The result is 
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that in all cases one man’s loss is another man’s gain, as was 
very clearly shown by the levies made upon the holders of fixed 
income securities during the various inflation crises which followed 
the war. In the case before us the principle of the conservation 
of purchasing power makes it possible to assert that, whatever 
the appearances may be, the population of the debtor State would 
not suffer a loss of purchasing power greater than the amount of 
their debt—a conclusion to which the theory of exchanges and 
prices would lead. 


For all these reasons I have ventured to assert that, at any 
rate as a matter of economic theory, there is no transfer problem, 
but only a budgetary problem. And I think that Mr. Keynes 
will also agree with me in this. But he will observe—and this is 
his second criticism—that the results mentioned above are true 
only in economic theory, when it is assumed that all phenomena 
have free play and are not subject to all the resistances and 
frictions which in reality paralyse their operation. ‘‘ In the case 
of German reparations,” he says, ‘‘ we are trying to fix the volume 
of foreign remittances and compel the balance of trade to adjust 
itself thereto. Those who see no difficulty in this... are 
applying the theory of liquids to what is, if not a solid, at least a 
sticky mass with strong internal resistances ”’ (p. 6). 

Thus, Mr. Keynes does not deny the existence of the phenomena 
which tend to maintain economic equilibria, but he holds that 
these phenomena are unable to overcome the resistances which 
in practice oppose the adjustments they tend to bring about. 
In other words, when the equilibrium of a balance of accounts 
has been disturbed—as it is by the payment of a new debt of a 
political character—there will, it is true, be a tendency towards 
the restoration of this equilibrium; but to be effective this 
tendency will have to modify existing situations and, in particular, 
bring about profound changes in commercial currents. Mr. 
Keynes refuses to admit that the stuff of economics is sufficiently 
fluid to obey rapidly and without profound disturbances the 
influences of a non-economic origin which tend to shape it. He 
considers in particular that the balance of trade at any moment is 
largely dependent upon the economic structures of the various 
countries, and that it cannot adjust itself rapidly to the 
requirements of an equilibrium in the balance of payments when 
the conditions of this equilibrium are abruptly modified. 

By means of the foregoing considerations, Mr. Keynes defines 
the problem with abundant clearness. He thinks that the writers 
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who deny the existence of a transfer problem are wrong in stating 
that the balance of payments of a country is always brought into 
equilibrium by the operation of the phenomena of exchange and — 
prices, and that therefore, when the invisible factors of the balance 
of payments undergo an important change, the commercial 
balance spontaneously undergoes a change in the opposite 
direction. 

If Mr. Keynes is right, there is a transfer problem, and it is 
necessary continually to limit actual transfers to the transfer 
possibilities of the moment; if, on the other hand, he is wrong, it 
is the previous transfers which determine the conditions of 
equilibrium of the balance of payments, and it would be absurd 
to attempt to make actual transfers dependent on the transfer 
possibilities which they themselves create. 

To settle the question, it will be sufficient to interrogate the 
facts and to inquire whether, in previous cases in which the 
equilibrium of the balance of payments has been abruptly dis- 
turbed the commercial balance has obeyed the phenomena which 
tend to maintain the equilibrium of the balance of payments, 
or whether, on the contrary, the adjustment of the commercial 
balance has been rendered impossible by those resistances which 
Mr. Keynes alleges to exist. 

Thus, past experience will tell us in each case the amount of 
truth contained in Mr. Keynes’ assertions, who, as if to help us in 
examining his contention, has further defined its meaning as 
follows :— 

** My own view is that at a given time the economic structure 
of a country in relation to the economic structure of its neighbours 
permits of a certain natural level of exports, and that arbitrarily 
to effect a material alteration of this level by deliberate devices 
is extremely difficult ”’ (p. 6). 

This judgment contains a two-fold assertion, firstly that for 
each country there is a “ natural” level of exports, determined 
by the economic structure of the different countries concerned, 
and secondly that it is extremely difficult to effect an alteration 
of this level arbitrarily and deliberately. 

I shall first endeavour to refute this second assertion, and 
will then go on to examine the first. In the course of this dis- 
cussion I shall have to have recourse to arguments I have already 
used in a previous study,! with which I think Mr. Keynes is 
already acquainted. I have the less scruple in doing so as Mr. 
Keynes’ article shows me that I did not sufficiently bring out the 


1 Une erreur économique : l’organisation des transferts (Doin, 1928). 
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lessons to be derived from this study as regards the sensitiveness 
of economic phenomena, and particularly as regards the adapt- 
ability of balances of payments to certain deliberately provoked 
situations. 

In this work I examined, among other things, the phenomena 
which followed the most profound and abrupt disturbance ever 
suffered by a balance of payments—that which was produced by 
the decision suddenly taken by Great Britain and the United 
States at the beginning of 1919 to cease granting France the 
sterling and dollar credits which had previously enabled France’s 
balance of payments to be kept in equilibrium. This decision 
removed from the credit side of this balance of accounts an item 
of approximately 20 milliards of francs. To use Mr. Keynes’ own 
words, it was “‘ arbitrary ” and a “‘ deliberate device.” 

If our author’s contention was correct—in other words, if, as 
he says, a country’s balance of payments is the result of the 
economic structure of the countries concerned—and if it were 
extremely difficult to effect a material alteration in the natural 
level of exports by a deliberate device, France’s commercial 
balance should not have been modified. It should have remained, 
after the removal of the credit, materially what it had been 
before, since the economic structure of the countries concerned 
was not affected by the free decision of the British and American 
Governments. If this had been so, the deficit in France’s balance 
of payments would have been approximately 20 milliards of francs 
per annum. 

The facts show, however, that this was by no means the case. 
In 1919 the deficit in France’s commercial balance was approxi- 
mately 23 milliards of francs. In 1920 it was approximately the 
same. But in 1921 it had been reduced to approximately 2 
milliards of francs, and remained more or less at that level during 
1922 and 1923. 

In other words, following upon the cessation of the credits 
which France received from her Allies, a change had taken place 
in her commercial balance very nearly equal to the amount of the 
credits withdrawn, this change making up for their disappearance 
and restoring an equilibrium whose disturbance had nevertheless 
been deliberate. 

It should further be observed that if in 1919 equilibrium was 
re-established during a period of currency depreciation, this 
depreciation was not in any way an essential factor of the 
phenomena which brought about the re-establishment of equi- 
_librium. The latter results from a reduction of internal prices 
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as compared with external prices estimated in the national 
currency, and this diminution may be caused not only by a rise 
in the rate of foreign exchange, but also, to a period of free circula- 
tion of gold, by a small fall in home prices. The above observa- 
tion is developed in the work already referred to. 

Mr. Keynes will no doubt think that the re-establishment 
of the equilibrium in the balance of payments in France between 
1919 and 1921 constitutes a mere coincidence. The change in 
the commercial balance which seems to make up for the with- 
drawal of the political credits may, according to him, be only 
the transition from the “ natural level”’ of the state of war to 
the “ natural level ” of the state of peace, and may have simply 
been caused by the changes in economic structure attending this 
transformation. 

If this were so, it would still be somewhat surprising that the 
change in the commercial balance should coincide approxi- 
mately with the amount of the credits withdrawn. But, further, 
the commercial balance should remain more or less constant 
after this movement, or rather it should only undergo changes 
provoked by modifications in the economic structure of the 
countries concerned. 

The facts, however, were quite otherwise. France’s com- 
mercial balance remained practically constant during 1921, 1922 
and 1923 (deficit, in millions of francs, 2,295, 2,552 and 2,256). 
But during 1924 it underwent a further striking change, and 
showed no longer a deficit, but a surplus of 1,540 million francs. 

Now everyone knows that the end of the year 1923 witnessed 
in France the beginning of the great period of the exportation of 
capital. This introduced a new debit item in the balance of 
payments. If therefore the commercial balance had remained 
unchanged, the balance of payments would have shown a deficit. 
To bring about equilibrium, a modification of the commercial 
balance was necessary. Now this modification displayed itself 
in the clearest possible manner, although never since 1875 had 
the Customs statistics revealed in France a surplus of exports 
over imports.1 This surplus was maintained during the year 
1925 (1,660 million francs). During 1926 it fell to 80 millions, 
and again rose in 1927 to 1875 million francs. But from 1928 
onwards, i.e. from about a year and a half after the end of the 
great capital export crisis,? the deficit reappeared. It amounted 


1 Except, however, in 1905, when there was an exceptional surplus of 88 


million francs. 
2 After the withdrawal of the political credits it also took about one and a 


half years for the commercial balance to adjust itself. 
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to 2,101 million francs, i.e. it returned to about the figure of the 
years 1921, 1922 and 1923, during which it was generally acknow- 
ledged that in France there was no movement for the export of 
capital. 

Thus, during all this period France’s commercial balance 
has always adjusted itself very definitely to the modifications 
in the financial factors of the balance of payments (first political 
credits and then investments abroad), although these modifica- 
tions were extremely rapid and involved exceptionally large 
amounts, and although they had no relation to what Mr. Keynes 
calls the economic structure of the countries concerned. 

The fact that the commercial balance adjusted itself to the 
quite exceptional volume of investments abroad during the great 
crisis of exportation of capital which occurred in France for 
psychological reasons definitely invalidates the opinion which 
Mr. Keynes expressed as follows—(p. 6 of his article) :— 

“ Historically the volume of foreign investment has tended, 
I think, to adjust itself, at least to a certain extent, to the balance 
of trade rather than the other way round, the former being the 
sensitive and the latter the insensitive factor.’ We have just 
shown that in France, after the war, the exact contrary proved to 
be true. 

At all times, in fact, the commercial balance has shown a 
tendency to adjust itself to the necessities of the equilibrium of 
the balance of payments, whatever they might be and whatever 
their origin. Between 1870 and 1914, for instance, France’s 
commercial balance only showed a surplus during the period 
1872-1875, during which France was rapidly paying off the 
war debt imposed upon her by Germany; while during all the 
rest of this period the commercial balance showed a deficit of 
several hundred million francs per annum. 


1 With the exception, however, of the year 1905, during which the com- 
mercial balance showed a surplus of 88 million francs. For the period 1867- 
1887 the figures are as follows :— 


Commercial Commercial 
Year. balance. Year. balance. 
1867 —201 1877 — 243 
1868 —514 1878 — 997 
1869 — 79 1879 — 1,364 
1870 — 65 1880 — 1,566 
1871 — 694 1881 —1,302 
1872 +191 1882 — 1,247 
1873 +233 1883 —1,353 
1874 +194 1884 —1,111 
1875 +336 1885 —1,000 
1876 —413 1886 — 960 


It should be pointed out, however, that during the previous period France’s 
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Clearly there could be no question of a modification of what 
Mr. Keynes calls the “ natural” level of exports, as the needs 
not satisfied during the war obviously tended to increase the 
deficit in the commercial balance during the period following the 
close of hostilities. The appearance of a surplus at a time when 
all the resistances invoked by Mr. Keynes should have made it 
impossible, although it was a necessary condition of the equilibrium 
of the balance of payments, provides a fresh example of the 
extreme elasticity of economic matter and of its powers of adapta- 
tion, even when the disturbing phenomenon is “ arbitrary ” and 
artificially produced.” 

The modifications undergone since the war by the various 
balances of payments provide, moreover, a still more decisive 
proof of the extraordinary power of the machinery which tends 
to maintain the equilibrium of balances of payments or to restore 
it when it has been artificially disturbed. 

At the same time they permit us to form an estimate-of Mr. 
Keynes’ judgment that “ at a given time the economic structure 
of a country in relation to the economic structure of its neighbours 
permits of a certain ‘ natural’ level of exports.” 

In 1913 France’s commercial balance showed a deficit of 
1,540 million francs. This deficit was practically the same as that 
of 1912 (1,518 million francs). The situation which it indicated 
was the outcome of entirely normal conditions. 

After the war, on the contrary, a quarter of the national 
territory—and the area which furnished France with by far the 
greatest proportion of her exports—had become unproductive. 
At the same time, an immense market with almost boundless 
requirements was created within the country for the reconstruction 
of the devastated areas. 

For all these reasons, the country should have found extreme 
difficulty in exporting and could have imported to an unlimited 
extent. The “ natural level” of the commercial balance, that 
resulting from the economic structure of the different countries 
concerned, should have involved a deficit much greater than 
before the war. If, therefore, Mr. Keynes’ views were correct, 
there should, in fact, have been such a deficit. 


commercial balance sometimes showed a surplus—for instance, from 1862 to 
1866. But it is obvious that the payment of a foreign debt can only appear in 
the commercial balance if all conditions are equal with regard to the invisible 
elements of the balance of payments. What is remarkable in the case of France 
after 1870 is that a surplus appeared in the commercial balance at precisely the 
moment when theory would lead one to expect it. This only constitutes a pre- 
sumption—but a very strong presumption—in favour of the said theory. 
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It is true that if such a deficit existed it would have produced 
a deficit in the balance of payments of the country, since clearly 
the invisible assets of this balance of payments were not greater 
after the war than before. This, however, is impossible according 
to the writers who maintain that the balance of payments of a 
country is always in equilibrium. 

Further, if the views of these writers are correct, the deficit 
shown in 1912 and 1913 by France’s commercial balance must 
have been compensated by a surplus of invisible exports, and it 
was generally acknowledged that before the war the great part 
of this surplus was formed by the income from foreign invest- 
ments held by Frenchmen. During the war, however, these 
holdings greatly diminished. Many of the foreign securities 
which they comprised were handed over to the Government at 
its request, in exchange for French bonds, and were disposed of 
by it. Others, particularly Russian securities, became unpro- 
ductive. If therefore the deficit of the commercial balance had 
remained after the war what it was in 1913, France’s balance of 
payments would certainly have shown a deficit also. For this 
balance to be brought into equilibrium—and the writers whom 
Mr. Keynes criticises consider that, whatever the resistances of 
the economic milieu, a balance of payments is bound to be in 
equilibrium 1—it was essential that after the war, in spite of all 
adverse circumstances, the deficit in the French commercial 
balance should be lower than what it was in 1913. 

Here, therefore, we have a crucial test of the two theories, 
that of Mr. Keynes and that of the writers who deny the existence 
of a transfer problem. If France’s commercial balance since 
the war shows a greater deficit than in 1913, the theory of the 
“natural” level must be true. Otherwise it is the theory which 
Mr. Keynes criticises that must be accepted. 

The deficit of 1,540 million francs for 1913 was equivalent to 
about 297 million dollars. 

In 1921, on the other hand, imports exceeded exports by 
2,295 million French francs. The average rate of the dollar in 
francs during the same year was 13:49. Hence the deficit in the 
commercial balance represented approximately 170 million 
dollars, or 57 per cent. of the 1913 figure. 

In 1922 the deficit in France’s commercial balance was 2,552 
million French francs, and the average rate of the dollar was 

1 Except during a period of budget deficits or flight from the currency. It 


is clear that when the holders of foreign currency do not repatriate the equivalent, 
equilibrium can never be attained. 
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frs. 12-33. The deficit in the commercial balance was therefore 
206 million dollars, or 69 per cent. of the 1913 figure. 

This result would be still more striking if we took into account 
the level of prices rather than the rates of exchange in comparing 
the deficits before and after the war. 

Thus, despite the most unfavourable circumstances imagin- 
able, the deficit in France’s balarice of trade was very materially 
lower in 1921 and 1922 than it was in 1913, although during the 
former period the reduction in the country’s productive capacity, 
owing to the entire destruction of its most active factories on the 
one hand, and its enormous reconstruction needs on the other 
hand, would have led one to expect a considerable increase in the 
deficit in its commercial balance. 

This unexpected result seems to decide between the two 
theories by showing that the most powerful “ natural ” resistances 
cannot prevent the restoration of the equilibrium of the balance 
of payments, even when the equilibrium has been disturbed by 
events of a purely financial nature. It shows, moreover, that 
the notion of a “ natural ”’ level of exports is a complete fallacy 
and cannot legitimately be invoked. 

This conclusion would be brought out still more clearly if 
we could analyse here the machinery by which the equilibrium 
of the balance of payments is maintained in current practice. 
We have attempted this analysis elsewhere.1 Suffice it to say 
that it led to the conclusion that, apart from periods of “ flight 
from the currency ” and of budget deficits, exchange and price 
movements tending to maintain the equilibrium of the balance 
of payments are bound to be effective, as they are bound to go on 
until the previous equilibrium has been completely re-established. 

The same theory provides an answer to Mr. Keynes’ objection 
that the raising of foreign Customs tariffs might make it impossible 
to restore the equilibrium of a balance of payments by making 
the increase in exports required for this restoration impossible. 
It is quite clear, of course, that if there is a machinery tending to 
restore the equilibrium of balances of payments when it has been 
accidentally disturbed, this machinery must prevent the raising 
of the customs barriers which surround a country from modifying 
that country’s balance of commercial exchanges.2_ This is indeed 

1 “Théorie des Phenoménes Monétaires’’ (Payot, Paris), 2nd Part—and 
particularly Chapter VIII, §§ 2, 3 and 4. A summary of the theory was given 


in the pamphlet mentioned above: ‘‘ Une erreur économique: |’organisation 


des transferts ” (pp. 10 et seq.). 
2 We are speaking here only of the commercial balance, i.e. the difference 
between the value of imports and that of exports. It is clear, of course, that a 
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evident a priori, for if a change in Customs duties affected com- 
mercial balances, it would be possible, by raising simultaneously 
all Customs tariffs, to make all commercial balances show a 
surplus, which is absurd. As this is impossible, there must be 
machinery which prevents changes in Customs tariffs from dis- 
turbing the equilibrium in balances of payments, and this 
machinery is bound to be effective at whatever level Customs 
duties are fixed. In the work mentioned above,! we have shown 
that experience very clearly confirmed the accuracy of these 
theoretical views when the United States put a new Customs 
tariff into force in 1922. 


Thus, in the different examples we have considered, the 
equilibrium of the balance of payments has always been restored, 
whatever the extent of the initial disturbance and however 
arbitrary it may have been. 

We do not say, however, that unlimited sums could be trans- 
ferred from one country to another; we simply observe that in 
the cases we have just studied the disturbance in the equilibrium 
of the balance of payments was greater than that which would 
result from the normal application of the Dawes Plan, and that 
equilibrium was always spontaneously restored without inter- 
ference of any kind. 

A complete theory of the phenomenon would show, however, 
that only sums taken from the resources of a balanced budget 
could be transferred. It would also indicate, as was said before, 
that monetary depreciation is by no means essential to the 
operation of the phenomena which restore the balance of pay- 
ments to equilibrium. 

We do not, however, desire to go into such considerations 
here. The chief aim of the present study was to gauge the truth 
contained in Mr. Keynes’ assertion that to deny the existence of a 
transfer problem was to apply the theory of liquids to what in 
reality was, if not a solid, at least a sticky mass. 

In every case, however, we have seen economic matter adjust 
itself with extraordinary elasticity to the influences to which it 
was subject, whatever their origin, and always, too, we have seen 
the phenomenon which theory taught us to expect govern the 
modification in the Customs tariff, by modifying the relative prices of the various 
foreign goods, modifies the exchanges of these goods and therefore modifies the 


constitution and value of the imports and exports, only the difference between 


their total values remaining constant. 
1 The monetary repercussions of a Customs policy: the application of the 
Fordney tariff in the United States in 1922.—Op. cit., p. 305. 
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facts which responded in the most sensitive manner. Fluidity 
of the economic mass, sensitiveness of the phenomena which 


occur therein; these we regard as two essential observations of 


infinitely greater consequence than the transfer problem. 

To believe, indeed, that resistances due to the very nature of 
things can prevent economic equilibria from spontaneously 
establishing or maintaining themselves, is to force oneself to 
admit the necessity of establishing them by concerted and 
systematic measures similar to those which would have to be 
taken by the Transfer Committee to ensure the equilibrium of 
Germany’s balance of payments on the lines of the Dawes Plan. 
Such a conception leads inevitably to the practice of an organised 
economy similar in principle, if not in object, to the Communist 
economy. 

To admit, on the other hand, that economic phenomena, left 
to themselves, are able in actual fact to restore or maintain with 
great exactness the necessary equilibria, leads to the-view that the 
only effective means of avoiding or attenuating economic crisis 
is to remove or attenuate any obstacles which may stand in the 
way of spontaneous adjustment, and to avoid all measures which 
tend to immobilise the various factors of economic equilibrium. 

Thus, to gauge the actual sensitiveness of economic phenomena, 
is to seek the solution of perhaps the most important political 
problem at present awaiting issue, that of the choice between the 
two tendencies of liberal economy and organised economy. It 
is on this ground that the question raised by Mr. Keynes—that 
of the mobility of economic equilibria—has seemed to us funda- 
mental from the political point of view still more than from the 
point of view of economic theory. We have endeavoured to 
answer it in the limited sphere of international exchanges; we 
believe that it is worth systematic study in all spheres of economic 
life. Perhaps we shall endeavour in a future article to show that 
the conclusion we have reached is an extremely general one, and 
that in almost every case a systematic observation of the facts 
reveals the existence of economic phenomena attaining an unsus- 
pected degree of sensitiveness and permanence. 

JACQUES RUEFF 


University of Paris. 
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II. A REeJoINDER FROM PROFESSOR OHLIN 


§ 1. Mr. Keynes’ theory of reparation payments and capital 
exports, as expressed in the last two numbers of this JouRNAL, 
in my opinion amounts briefly to this: the expansion of com- 
modity exports relative to imports, which is necessary in the 
indemnity paying and lending countries, is brought about by an 
adaptation of supply conditions only. Wages must fall and, 
thereby, the costs and supply prices of export goods. Inter- 
national capital movements—under this expression I include 
also reparation payments—do not involve any changes in demand,” 
which tend to bring about the relative increase of exports. 

Against this theory I have objected that such capital move- 
ments mean increased buying power in the borrowing (receiving) 
country—below called A—and reduced buying power in the 
lending (paying) country, B. Is it not obvious that the buying 
power of a country, like that of an individual, will exceed its (his) 
income by the amount of gifts and loans, quite independently 
of any changes in price levels ? 

Mr. Keynes’ answer to this question is in the negative. There 
will be an increased buying power in A only in so far as B, through 
lower supply prices, is able to create a relative increase in exports. 
Then, however, this increased buying power “ will have been 
already used up in buying the exports, the sales of which has 
made ... payments possible’ (p. 181). In other words, in 
Mr. Keynes’ opinion, there can be no transfer of monetary buying 
power except in so far as the real transfer of goods is solved—i.e. 
the increase of exports relative to imports brought about—and 
then the buying power is at the same time used up. Therefore 
the monetary transfer cannot be a factor in bringing about the 
real transfer. 

§ 2. To make clear why I think this is profoundly wrong, 
let me consider first a case of capital movements between two 
districts with the same currency system. Assume that A and B 
are parts of one country, and disregard the possibilities of labour 
migration between them. 

A borrows a large sum of money from B to build a railway. 
It can take the money in notes or in cheques, whereby the deposits 
in the A banks grow, while they fall off in the B banks. In any 
case the buying power is increased in A and reduced in B, inde- 


1 See particularly p. 181 in the June issue. 
2 For qualifications to this statement, see § 4 below. 
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pendently of any commodity movements and certainly before } 

they take place. The monetary transfer is primary to the real 

transfer, and tends to bring the latter about in the following way : 

A buys more and B less of the goods which go easily between them 

(‘international goods’’), whereby the “trade balance” is 

directly affected. Furthermore, people in the former district 

use a part of the increased buying power to purchase “ home 

market goods,’’ which become more demanded than before, while 

the same class of goods becomes less demanded than before in B.’ 
Their prices may rise in A and fall in B, but whether these price 

changes are considerable or not, production of such goods is 

expanded in the former and reduced in the latter district, while 
the production of “ international” goods moves in the opposite 
direction, i.e. is reduced in A. In that way A’s imports increase 
and its exports fall off. B, on the other hand, will buy less and 
is able to sell more without offering its own pet goods on 
cheaper terms of exchange than before. : 

It is the very fact that buying power is greater than incomes 
in A and lower than incomes in B, which brings about the necessary 
commodity movements. Yet Mr. Keynes reasons all the time as 
if a country could not buy for more than its income, and as if the 
only way of changing its buying power were to change its income. 

§ 3. Let us return now to the case of A and B being separate 
countries with different currency systems. The only essential 
difference between this and the last case is that no transfer of 
monetary buying power in a literal sense can take place, except 
in the form of gold. As, however, gold movements are clearly 
insufficient, the same result will be reached in another way. 
Credit will expand in A and fall off in B. The foreign bills—let 
us assume them to be in the currency of a third country ?—which 
A receives from B will, e.g., be bought by the central bank in the 


’ former district. If its gold reserves are too small for this expan- 


sion, it will let the exchange rate drop to the gold import point. 
When sufficient gold has come in, it will again buy the foreign 
bills, and the volume of credit will expand. In B the buying 
power is directly reduced by the purchases of foreign bills by 
people who lend the capital to A (or pay reparations). There 
will also probably be a secondary credit expansion in A and 
restriction in B. These changes in buying power °—which will 

1 The order of succession is an important question and distinct from that of 
the size of the changes in buying power. 

2 It makes no difference if A buys bills on B instead. 


3 The monetary mechanism of these credit variations can, of course, differ. 
The case in the text is merely an example. 
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probably be much greater than the amount of the borrowings 
and reparations payments, a fact which Mr. Keynes seems to 
overlook—can occur before the commodity movements take place 
and tend to bring them about in the way indicated above. 

Evidently it is not true that there can be no changes in buying 
power except in so far as the real transfer is already solved by 
means of supply reactions. On the contrary, the changes in 
buying power, which are partly, at least, in a real if not in a formal 
sense a transfer of buying power from one country to another, are 
essential sides of the mechanism which brings about the real 
transfer of commodities. The changed credit policy 1—restricting 
in B, expanding in A—affects buying power and, thereby, the 
balance of trade, independently of any effects on price conditions.” 

On the other hand, it is, of course, true that the buying power 
is used up in the same proportion as the real transfer takes place. 
But, that does not mean that it has had no effect, as Mr. Keynes 
seems to think. Surely it is easier to sell many goods to a man 
who has got increased buying power, even though after buying 
them he has no longer greater buying power than he used to 
have ! 

§ 4. In his rejoinder in the June issue Mr. Keynes seems to 
make a slight concession—tacitly implied, perhaps, in his first 
paper—concerning the influence of demand reactions, as he remarks 
in passing that there will be a certain ‘‘ reduction in consumption 
directly caused by the reparation taxes ” (p. 179), and that “a 
reduction in the real wages of the German workers will cause 
them to consume less; a part of this reduced consumption will 
have the effect of benefiting the balance of trade ” (p. 180). It 
follows from what I have said above that, in my opinion, this 
concession does not go far enough. 

Note also that the second demand reaction—due to lower 
real wages—is to a large extent identical with the first one. Real 
wages fall because the workers bear a part of the burden of 
reparations. A further reduction in real wages can only occur 
in so far as Germany loses owing to less advantageous terms of 
exchange in international trade. This last wage reduction 
cannot, therefore, help to bring about the increase of exports 
relative to imports, which is necessary to pay reparations, but 


1 Certainly such changes in credit policy are possible. They may not be 
inevitable, but that is no argument. Surely it is the idea that Central Banks 
should make transfer as easy as they can. 

2 But changed price conditions will probably in some cases help to bring about 
the adjustment of the trade balance. 
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can only help to make good the extra deficit due to unfavourable 
terms of exchange. 

Another necessary qualification to the whole of Mr. Keynes’ 
reasoning is that not only wages, but other incomes as well, e.g. 
those accruing to the owners of fixed capital, can be reduced. 
The use of the classical labour value theory in international trade 
discussions has made it common to reason as if changes in incomes 
were identical with changes in wages. 

§ 5. After the parenthesis in § 4 let me turn to Mr. Keynes’ 
second line of defence against my criticism. His argument here 
is entirely different from the one discussed in the first three 
sections above. “If Germany borrows less, the first effect ” will 
“be to bring in the Transfer Protection Clauses of the Dawes 
scheme. If so, the result would be that she would, for the time 
being at least, pay less Reparations ” (p. 180). And later: “If 
Germany’s foreign borrowing falls off, so, simultaneously, will her 


_ Reparation payments,” except in so far as factors on the supply 


side operate. 

I admit that I fail to see the justification for this assertion. 
Certainly if there is some mechanism by which a falling off in 
German borrowings “improves” her balance of trade, the 
reparation payments can go on. So until Mr. Keynes has proved 
that there is no such mechanism, the sentences I have now quoted 
are no argument at all. They are therefore irrelevant, if his 
other line of reasoning is not valid. 

Of course there will be a “time lag” between the reduction 
of borrowings and the improvement in the balance of trade. But 
nothing prevents Germany from going on with reparation pay- 
ments during that period, using a part of her reserves of foreign 
exchanges and gold. If she does, the changes in buying power 
will occur and the rest of the consequences I have indicated 
follow. Unless her borrowings cease suddenly, there seems to me 
to be no reason for assuming that the reparation payments would 
have to stop or even to be reduced. 

In conclusion, therefore, I must uphold my contention that 
reactions on the demand side play their very important part 
in the mechanism of international capital movements just as well 
as reactions on the supply side. In my opinion, there has been a 
tendency to overlook! the former and to concentrate attention 

1 Ricardo alone among the prominent classical economists was an exception. 
He never accepted the orthodox price level variation mechanism in the case of 
subsidies and crop failures, but attempted to show that a more automatic and 
smoother adjustment would take place. Although he was not very explicit on 


this question and made certain untenable statements, it seems probable that 
155.—VOL. XxXxIx. EE 
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on the latter, with the consequence that a too sceptical view of 
the possibilities of such movements on a large scale has been 
taken. Anyhow, the clearing up of the theoretical difficulties 
involved is a matter of considerable practical importance not 
only for the handling of the reparation payments, but also for 
central banking policy in the future. 


Copenhagen. 


B. G. OnLIN 


III. A Repty spy Mr. 


My original article on ‘The German Transfer Problem ”’ in 
the Economic Journat for March, 1929, applied general principles 
to a particular case, without attempting to go deeply into the 
general principles themselves or even to enunciate them in a 
generalised form. As, however, the controversy, to which this 
article has given rise, develops—originally with Professor Ohlin of 
Copenhagen and now with M. Jacques Rueff of the University 
of Paris—the worst of it is that it moves, quite inevitably, from 
the particular to the general, so that full justice cannot be done 
to the points which have been raised without embarking on the 
general theory of International Transfers. Yet considerations of 
space forbid that I should attack so heavy a matter merely as a 


_ tailpiece to a particular piece of applied economics. 


I must, therefore, do my best to indicate very briefly in what 
respects I cannot accept the criticisms of my commentators, 
apologising to them at the same time for not entering more 
profoundly into the general question and for ceriain unavoidable 
obscurities which they find in my treatment, due in part to the 
fact that my theoretical background in approaching these 
problems is as yet unpublished. 

With M. Rueff’s article I have the following differences of 
opinion :— 

1. He misunderstands me in supposing that I agree with him 
that, when the adjustments are complete, the prices of all com- 


he had in mind that reactions on the demand side would reduce the need for 
gold flows and price level changes. Bastable was perhaps the first to develop this 
idea clearly, although briefly, in ‘‘On Some Applications of the Theory of Inter- 
national Trade,”’ Quarterly Journal of Economics, 1885. Curiously enough, there 
is no trace of it in his “‘ International Trade.”” Wicksell’s paper in the same 
Journal of 1918, ‘‘ International Freights and Prices,’’ is built on the same idea, 
which has lately played a certain part in the German discussion of the reparation 
problem. 
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modities within Germany will have been affected equally. It is 
of the essence of my argument that this should not be so, but 
that, on the contrary, the prices of home-produced goods in 
Germany should fall relatively to the prices of imports. For 
it is not simply a case of changing the value of money all round, 
but of changing the terms of international trade in a direction 
unfavourable to Germany, so that a larger quantity of exports 
than before will have to be offered for a given quantity of imports. 

That real-wages in Germany will have to fall less than money- 
wages, I did indeed point out; for the prices of some of the goods 
on which German workers spend their earnings will have fallen 
part passu with wages. But it does not therefore follow—as 
M. Rueff seems to suppose—that real-wages will not have to fall 
at all, and that it is merely a question of changing the value of 
money. 

2. It follows that I do not accept “ the principle of the con- 
servation of purchasing power ”’ in the form in which he states it. 
For I hold that the process of paying the debt has the effect of 
causing the money in which the debt is expressed to be worth a 
larger quantity of German-produced goods than it was before 
or would have been apart from the payment of the debt; so that 
the population of the debtor State suffers a loss of purchasing 
power greater than the original equivalent of the amount of the 
debt. Indeed if the world’s demand for German goods has an 
elasticity of less than unity, there is no quantity of German- 
produced goods, however great in volume, which has a sufficient 
selling-value on the world market, so that the only expedient 
open to Germany would be to cut down her imports and consume 
home-produced substitutes, however inferior, and at an enhanced 
real-cost, however great. 

3. There remain M. Rueff’s historical instances designed to 
show that I have exaggerated the difficulty of bringing about 
economic re-adjustments. I agree that one has to be on one’s 
guard against exaggerations of this kind. War and post-war 
experiences have provided us with instances of extraordinarily 
great readjustments successfully accomplished. But I must 
plead that I did not declare that such readjustments were impos- 
sible—only that they were difficult. I do not maintain that it is 
impossible to reduce German wages—after all, they have been 
far lower than their present figure within quite a short time ago— 
only that it is politically and humanly difficult (especially if one 
is cut off from the use of the weapon of currency depreciation), that 


this problem is distinct from the budgetary problem, and that the 
EE2 
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extent to which the selling-prices of German goods will have to 
be reduced is the measure of the severity of the transfer 
problem. 

I must, however, point out that M. Rueff’s principal example— 
namely, France’s readjustment to her post-war position—is 
quite exceptionally ill-adapted for the purpose of proving his 
point that such readjustments are easy. The violent social 
disturbances, the enormous redistribution of fortunes, and the 
wholesale disappointment of pre-existing contracts, which attended 
the prolonged and disastrous story of the depreciation of the franc 
to a fifth of its previous value, hardly afford a happy example of 
the ease of adjusting things. How short memories are, that M. 
Rueff, himself a Frenchman, should cite the post-war economic 
history of France in order to prove that economic readjustments 
are as easy as shelling peas ! 

Moreover there were certain features of the French situation, 
favourable to the establishment of a new equilibrium, which have 
no counterpart in the German situation. In the first place, 
the Dawes Scheme cuts Germany off from the use of currency 
depreciation, which is the one really potent method for changing 
at a coup the whole of a country’s existing wage-structure. In 
the second place, the new adjustment in France did not require any 
permanent reduction of the level of real-wages. In the third place, 
the depreciation of the franc had the effect of actually getting 
rid of one of the principal difficulties, namely the excessive sums 
which the taxpayer owed to the rentier. 

In fact where a country’s difficulties are due to its owing a 
burdensome sum, readjustment is often brought about by its 
just not paying it. These are the precedents relevant to the 
German case, if it is historical precedents that M. Rueff wants. 
When the debt is owed in terms of the home currency, the relief 
comes by depreciating the currency; when it is owed in terms of 
a foreign currency, the relief comes by default. The majority 
of the countries which were heavy borrowers abroad during the 
nineteenth century found themselves at one time or another in 
the same sort of difficulty as that which I foresee for Germany, 
though on a much smaller scale, and they frequently escaped 
from it by defaulting more or less. If M. Rueff will read the 
reports of the Council of Foreign Bondholders, he will find that 
history is on my side, not his. 

There are some sentences in M. Rueff’s article which might 
be taken to attribute to me the belief that international balances 
of indebtedness do not always balance. They must, of course, 
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balance precisely, every day of the year—unless some sort of 
a default takes place. What I am suggesting is that it may 
prove difficult to avoid this way out. As I have said above, 
countries, much less hardly pressed than Germany will be, have 
often availed themselves of this resort. 


Professor Ohlin’s contribution raises quite a different sort of 
point. As before, I find it extremely difficult to be sure just 
what he means. Let me try to narrow the possible points of 
difference by expressing my own point of view in a way which 
most nearly meets his. 

I do not maintain—as he seems in his first paragraph to 
think I do—that the requisite change in Germany’s balance of 
trade must necessarily be brought about solely by an adaptation 
of supply conditions without any assistance from demand con- 
ditions. I have always been careful to say that pricés in Germany 
must fall, not absolutely, but relatively to prices abroad. But 
I admit that I have attributed to changes in demand conditions 
very little practical importance in the particular instances 
before us. 

If Germany was in a position to export large quantities of 
gold or if foreign balances in Germany were acceptable to foreign 
Central Banks as a substitute for gold in their reserves, then it 
would be a different matter. For if Germany could set the ball 
rolling by exporting sufficiently large quantities of gold to have an 
appreciable effect on world prices, this, I agree, might help the 
situation by changing demand conditions. But I was assuming 
that what Germany could do along these lines would be, in fact, 
quite negligible. Professor Ohlin’s analogy of capital movements 
between two districts with the same currency system would only 
apply if Germany were in a position to export enough gold to 
make a measurable difference to demand conditions in the rest 
of the world. 

This is where the difference of opinion between Professor 
Ohlin and myself comes to a head. He argues (in his § 3) that 
even if gold does not flow on a significant scale, credit will never- 
theless expand in the reparation-receiving countries. But why ? 
Of course if B (Germany) can pay A (the reparation-receiving 
countries) in foreign bills expressed in the currency of a third 
country, there is no difficulty. But this is begging the whole 
question. The problem arises precisely because, on our hypothesis, 
Germany has no such foreign bills. Germany can only acquire 
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such bills if she has already sold the necessary exports; so that 
these bills cannot be part of the mechanism which is to establish 
the situation which will permit her to sell the exports. I can 
make nothing useful of Professor Ohlin’s § 3. 

Finally let me remind him that even in so far as Germany can 
affect demand conditions in the reparation-receiving countries 
by exporting to them gold or its equivalent in foreign bills, this 
puts her at no advantage compared with all the rest of the world 
other than the reparation-receiving countries. There is the whole 
of the rest of the world in purchasing from which the receiving 
countries can employ their increased buying power. So we are, 
even in this case (which I cannot admit to be quantitatively 
important), brought back to the (to my way of thinking) crucial 
question of the extent of the elasticity of the world-demand for 
German exports. Professor Ohlin has not expressed any opinion 
about the extent of this elasticity or whether he thinks it impor- 
tant. Yet—on the assumption that Germany will have to increase 
her exports of finished goods by more than 40 per cent. to pay 
reparations without borrowing—this is to me the kernel of the 
whole problem. 

As regards the final paragraph his § 4, I agree with him that a 
reduction in German incomes other than wage-incomes would be 


equally effective, provided the incomes in question are the earnings 
of a factor of production, so that a reduction in them lowers the 
costs of the German entrepreneur. But this proviso takes away 
practical significance from his observation ; for there is not much 
likelihood of rates of interest in Germany being lower than else- 
where. 


J. M. Knynes 
King’s College, Cambridge. 


REVIEWS 


A Review of Economic Theory. By Epwitn Cannan. (P. S. 
King & Son. Pp. x + 448. 16s.) 


Tue publication of Professor Cannan’s long-expected work 
on Economic Theory is an event of the first order of importance 
for Economists the world over. It must also be an event of no 
small significance for the very distinguished author. For this is 
no mere addition to the endless series of general text books on 
Economic Theory. It is the culmination of a lifetime devoted to 
the study of our science, the outcome of a systematic attempt at 
reconstruction dating right back to the eighties. The vision 
which has given us successively the Elementary Political Economy, 
Theories of Production and Distribution, Wealth and the Economic 
Outlook receives here its fullest and completest @xpression. To 
few of us is it given to see the goal so steadily and to achieve it so 
triumphantly. 

The Review of Economic Theory is essentially a work on 
principles. It is the general problems of Economic Science and 
the attempts that have been made to solve them which are 
Professor Cannan’s subject matter, and very seldom does he allow 
concern with incidentals to deflect him from his task. But while 
the subject matter is not radically dissimilar from that of the 
traditional work on fundamentals, the method, the mode of 
attack, is different: it is comparative rather than positive. 
Whereas the average “ Principles ’’ commences with cut-and-dried 
definitions and then proceeds in more or less categorial terms to 
state what its author believes to be the truth about the various 
problems dealt with, Professor Cannan commences by examining 
possible definitions and only arrives at his own solution after a 
long historical discussion of what other people have thought on 
the matters under discussion. If a metaphor from the art of 
Sculpture be considered appropriate in this connection, it might be 
said that whereas the exponents of the positive method achieve 
their results by modelling, Professor Cannan, adopting the 
comparative approach, achieves his results by carving. The one 
method, as it were, builds up the ultimate construction by a 
process of addition, the other reveals it by the removal of super- 
fluous material. The result is a work which is at the same time 
Grundlegung and Dogmengeschichte, a work on principles and a 
history of theory. 
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The comparative approach to the study of Economic Theory 
has not been immune from criticism. Why worry, we are asked, 
about the wrong opinions of dead men? Why when our own 
problems are so hard, should we busy ourselves with the problems 
of Smith and Ricardo? Whoever dreamt of basing the study of a 
natural science upon the obsolete works of its founders? Such are 
the questions of the sciolist. This book should be an abundant 
answer to them. It may be admitted that they have some show 
of plausibility. Jf Economics had reached the stage of advance- 
ment now reached by some of the natural sciences, if its subject 
matters were equally tangible and tractible to demonstrative 
experiment, then it may be conceded that the positive method 
would be the only method worth considering. In fact, however, 
it is not so. We have not yet reached the stage at which the 
speculations of our predecessors can be discarded as useless. There 
has been no Copernican revolution in Economic Theory. Nor 
indeed at the present day is there sufficient unity of terminology 
or unanimity of opinion for us to be able to dispense with the 
comparison of definitions and theories, save at the risk of mis- 
understanding and the neglect of essential elements of truth. 
Moreover—and for teachers this point is of some importance— 
experience seems to suggest that, in a subject so elusive and 
abstract as ours, the mere enunciation of unimpeachable 
truth does not, as it were, give sufficient dimensions to knowledge. 
In order to attain complete understanding it is not only necessary 
to know what is right ; it is also necessary to know what is wrong. 
You do not understand the emphasis, the inflections, of the 
theories of to-day, if at the same time you do not know the nature 
of the theories they were designed to supplant. Indeed it may 
be contended, I think, that many of the most interesting products 
of contemporary speculation are almost unintelligible, or at any 
rate lack a great deal of their full meaning, unless they are 
studied in conjunction with the theories out of which they 
developed. This is incontestably true of much of what is most 
characteristic of Marshall. Professor Cannan’s book affords 
ample proof that it is true in many other cases. It is hard to think 
that the severest critic of the comparative method could read 
this book and not feel that at almost every point his knowledge 
of what has been done in our own times had acquired new 
significance. 

To summarise or even to attempt to enumerate Professor 
Cannan’s own contributions to theory would obviously be out of 
place in this notice. There is scarcely a page which does not 
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contain some innovation of analysis or treatment, some new 
arrangement or some vivid comment which lights up whole 
wildernesses of obscurity. But the book must be read as a whole 
for the full value of each part to be appreciated. Detailed 
comment on particular sections may well wait till a later 
season. 

But speaking very broadly of his position as a whole, certain 
general characteristics may be noted. In the first place is the 
extraordinary realism of his treatment. Those who imagine 
that a scrupulous attention to the precise significance of terms 
and a fine flair for nice differences of meaning necessarily imply 
an interest detached from realities, will be painfully surprised by 
this volume. Professor Cannan is a theorist of the theorists, 
in that—to use his own criterion—he is always searching for 
“ generalisations about the causes and effects of given institutions 
and practices’; but he has singularly little use for theory as 
theory. Few generalisations find their way into his systeni which 
have not a definite function to perform in answering questions 
about workaday matters of practice. He is not concerned with 
what have been called the metaphysics of our subject. He 
shows little sympathy—I am inclined to say almost too little 
sympathy—with the contemplation of abstract constructions ; 
there are few discussions of “limiting cases” in his theory. All this 
shows itself very strongly in his treatment of particular problems. 
The problem of why things exchange for one another in particular 
ratios, which has seemed so important to other economists, 
is for him quite subordinate to the problem of what causes 
changes in these ratios. The problem of why there is a rate 
of interest at all—the King Charles’ head of a whole library of 
modern controversy—is dealt with in one section of his chapter 
on the value of capital and income. The bulk of the chapter is 
devoted to explaining why the rate of interest changes. “I 
think the answer ” (to the question why is there a rate of interest), 
he says, “‘is a mere corollary to the answer to the question what 
makes the rate rise and fall.” In short, Professor Cannan 
succeeds in producing that kind of economics which the German 
Historical School and the American institutionalists have de- 
manded, but which, because of a childish theory of method and 
an inadequate comprehension of theory, they have totally failed 
to deliver. There have never been any institutionalists at the 
London School of Economics and I doubt if there ever will be; 
and if any inquiring mem. er of that sect can bring himself to look 
inside the cover of anything with so damning a title as A Review 


= 

18 
a 
re 
it 
Ww 
t 
e 
d 
r 
y 


412 THE ECONOMIC JOURNAL [SEPT, 


of Economic Theory he may come to see the reason. Why should 
those who eat meat bother to call themselves meatarians ? 

Closely allied to this quality of realism comes another, equally 
characteristic, which, for want of a better phrase, I denominate the 
secular outlook. Professor Cannan once said that he had tried 
to be a good mundane economist. If by mundane economist 
we can understand one who not only takes wide views in space, 
but wide views in time also, this term would express my meaning. 
Professor Cannan never lets us forget either that we are members 
of a world community or that the development of this world 
community is continuous. The long run in which we are all 
dead has no terrors for this economist. The intricacies of the 
short period and the parochial view are relegated to a position of 
minor importance. Sometimes, I am inclined to think, exception 
might be taken to this attitude. I suspect that in regard to 
Professor Cannan’s theory of money, for instance, it has sometimes 
given rise to misunderstanding on the part of outsiders. I have 
sometimes thought that the whole controversy with regard to the 
creation of credit arose from a misunderstanding of this nature. 
And I confess that I myself am a little loath to believe that there 
is nothing in the old theories of international trade which can be 
held to illuminate certain problems of national wage differences. 
But how important are these incidentals compared with the 
strength and the sweep of the main vision. We are away from the 
petty minutie and complications of day to day fluctuations 
securely placed where the great forces of the secular trend, the 
cosmopolitan change are seen in their proper perspective. The 
fact that Professor Cannan can dismiss in a few brief sentences 
problems which in detail are the main preoccupation of many 
modern economists, will not prevent those of us who feel that 
we can contribute something to their exact solution from con- 
tinuing to work at them, but it should at least make us realise 
their true place in the picture. 

In the last chapter (which, by the way, to be appreciated fully 
should be read in conjunction with the chapters on Labour Incomes 
and Co-operation) Professor Cannan turns his attention from pure 
theory to contemporary aspirations and tendencies. These are 
chapters which should be read by all who wish to form a 
balanced judgment on the social problems of our day. It would 
be difficult, in the whole range of economic literature, to find 
passages more closely packed with quintessential wisdom. They 
should be read, too, by those who wish to get a clear view 
of Professor Cannan’s own attitude to these problems. In the 
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past, to those who were still enmeshed in the old controversy 
of socialism versus individualism, this attitude may have seemed 
a little aloof. At the present time, now that that controversy 
is tending to drop into the background, it may be seen, I 
think, to have been considerably in advance of the day. 
Professor Cannan has never been an individualist in the sense 
that he believed that free competition would bring about 
results necessarily more desirable than any other form of 
organisation. For him it has always been a question of asking 
which form of organisation among many was most suited to 
particular purposes, and at particular moments; since he has 
had a closer eye for the growing significance of public utility 
corporations and the joint stock company than most, to attack 
or defend a mythological individualist state has always seemed 
to him an unnecessary exercise of imagination. On the other 
hand, placing himself at what I have called the secular viewpoint, 
and perceiving the dominating importance of a right distribution 
of men and machines between different occupations and different 
places, he has not shared with those whose concern is with the 
short view and the local interest, any quick disposition to throw 
overboard those institutions of the system of co-operative com- 
petition which help to secure these ends, before better instru- 
ments have been devised for the purpose. Nor, when contemplat- 
ing probable changes in these institutions, does he feel himself 
obliged to regard the present territorial division of the world’s 
surface into national areas as being necessarily permanent, or 
the states which rule over these areas as affording the best 
instruments for new forms of industrial government and control. 
In this perhaps he may once more seem to become detached and 
unsympathetic: Economic Nationalism dies hard even among 
the enlightened. But it yet remains to be seen whether, here, 
too, he is not considerably in advance of his day. 

Of some books it may be said that they look back and resume 
an epoch of development. Of others that they look forward and 
anticipate developments which are to come. Of very few can 
it be said that they look both backwards and forwards and bring 
to the present that sense of lively continuity which derives from 
awareness of past endeavour and future possibility. But it can 
truly be said of this one. You may agree with this book. You 
may disagree with it. But you cannot deny either its importance 
as a landmark, or the weight of authority with which it is written. 
Professor Cannan says of his work that his hope is that it may yet 
make a few students want to go on to enlarge a science still in 
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its infancy. Brave hope, generous vision! If we who come later 
fail it, it will not be for want of example of a high standard and 
a shining achievement. 
LIONEL ROBBINS 
New College, 
Oxford. 


Wages in Practice and Theory. By J.W.F.Rownr. (Routledge : 
. Pp. 277. 128. 6d.) 


Mr. Rowe’s study of wages in the coal-mining industry added 
so much to our knowledge that the publication of the rest of his 
researches in the field of wages has been eagerly awaited. The 
volume in which he has embodied these puts students of wages 
under a heavy additional obligation. It is divided into three 
parts. All are interesting and contain material of importance ; 
but it is the first that makes the book indispensable. In it he 
gives the results of his study of the movement of wages between 
1886 and 1926 in five industries—coal, building, cotton, engineer- 
ing, and railway service—three grades, typical of skilled, semi- 
skilled and unskilled work, being taken in each industry. With 
this material in hand, he examines the relation between rates 
and earnings, the process and extent of standardisation of rates, 
the relation between wage-rates and skill (which illustrates well 
in the case of the “skilled ’’ rate of turners and fitters, the 
influence of trade-union policy), and concludes with an essay on 
correlations as a guide to wage-theory—an essay which brings 
out perhaps more clearly the difficulties in the way of such a 
method than any immediate results to be hoped for. 

Interesting and suggestive as the use he makes of them is, 
students will be most grateful to Mr. Rowe for the figures them- 
selves. They show a wide, and apparently growing, divergence 
of movement between the different industries, and between the 
different grades. It is a fair inference, which Mr. Rowe draws 
later, that custom had exercised a diminishing, and collective 
bargaining an increasing influence throughout the period. Mr. 
Rowe criticises severely, as misleading and useless, the index of 
changes in wage-rates which the Board of Trade published before 
the war and the Ministry of Labour publishes now. These 
figures, however, had a use, and were not seriously misleading, 
as an index of the time and direction of wage-changes in the study 
of trade fluctuations, and, pending Mr. Rowe’s arrival on the 
scene, they were much better than nothing. As Professor Bowley 
demonstrated, they could be corrected by the use of the wage- 
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censuses and the occupational censuses to throw a good deal of 
light on the distribution of the national income. Mr. Rowe also 
throws doubt on the validity of the contrast drawn between wage- 
movements in ‘“ sheltered ” and “ unsheltered ” industries; but 
his own indices show an average increase over 1913 of 107 per 
cent. in the “‘ sheltered ” occupations as compared with only 78 per 
cent. in the unsheltered (p. 45); and while “‘ the cotton industry 
presents an awkward exception,” there is an obvious explanation 
here in the financial difficulties of the employers, which make it 
impossible for them to face a lock-out, and prima facie evidence 
that the rates are out of harmony with the industry’s post-war 
position in the prevalence of short time. The chief impression 
left by this part is, perhaps, of the advance made in wages in the 
generation before the war, and also since 1913. The figures of 
nominal rates, which were all that we had before, understated 
both the pre-war and post-war advance of money wages, while 
the reduction in weekly hours since 1918 conceals a~ further 
additional advance. 

The survey in Part II of collective bargaining in the industries 
studied does something to bring up to date the information which 
Mr. and Mrs. Webb gave about nineteenth-century labour. The 
study of different union attitudes and policies in Chapter VIII 
and IX is particularly interesting. It is hard to believe, however, 
that ‘‘ the doctrine of the right of a man to a certain conventional 
standard of living’ was foreign to the trade union mind of the 
eighteen-eighties (p. 153). In another connection it is pointed 
out that ‘‘ custom may be said to have constituted the real basis 
of the trade union standard rate. The standard rate was not 
an original conception of Trade Unionism ” (p. 156); and con- 
versations with old trade unionists twenty and twenty-five years 
ago lead the present writer to think that the doctrine in question 
was of very old standing even then. If Mr. Rowe post-dates a 
development here, he seems to antedate one when he says that 
“the struggle for recognition . . . was brought to a conclusion 
during the twenty years before the war” (p. 176)—the Mond 
Conference found it necessary to re-affirm the principle: and 
another, when he says (p. 178), ‘“‘ relatively few important firms 
to-day confine their activities and interests solely to one particular 
line of production”; coal and the textile industries are not 
unimportant exceptions. 

The most challenging part of Mr. Rowe’s book is the third, in 
which he attempts an application of his discoveries to the theories 
current about wages. It is offered ‘‘ as an interim and not a final 
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report on the subject,”’ but put forward now on the ground that 
its contentions, if valid, “involve certain changes in the attitude 
and policy of the community, which are of immediate practical 
moment.”’ Roughly summarised these contentions are—(1) that 
the Marginal Productivity theory of wages provides only a “ back- 
ground ”’ for the study of wages ; (2) that the influence of collective 
bargaining and trade-union policy has been neglected (“all 
existing wage theories appear to ignore a phenomenon which has 
completely changed the whole conditions of the labour market . . . 
namely, the rise to power of trade unionism”: p. 194; cf. p. 
198); (3) that unions, by pressing employers for higher wages, 
can compel employers to be more efficient and so to raise the 
marginal productivity of their labour; therefore, ‘‘ Trade unions 
ought consciously to try and keep wages not in exact adjustment 
with, but a trifle above, the current marginal productivity 
equivalent; to accept the fact that this is bound to produce a 
variable, but permanent, margin of unemployment, which is 
of their own deliberate making and no inherent fault in the 
capitalist system ; ”’ to facilitate industrial reorganisation and to 
mitigate the incidence of unemployment on individuals (p. 229). 
The criticism of pre-war wage theories seems to me to be 
substantially just, if over-stated; but those theories were elabora- 
tions of a theory of market-prices, rather than attempts to explain 
individual incomes, and inevitably tended to be static in character. 
And they were subject to a very important exception (which Mr. 
Rowe’s reference to it overlooks) in Mr. and Mrs. Webb’s Industrial 
Democracy. Part IV of that work is given almost wholly to a 
discussion of wages theory and the bearing of trade union policies 
upon it, and the third chapter is an elaborate argument to show 
that trade unionism makes higher wages possible by compelling 
increased efficiency. The novel element, therefore, in Mr. Rowe’s 
presentation is the policy he recommends to the unions. Mr. and 
Mrs. Webb described the unions—with approval—as using 
unemployment as a ‘‘ barometer,” and withholding demands when 
unemployment went up; Mr. Rowe thinks the pressure might 
be maintained, even when unemployment has been caused by 
the union’s successful claims. 
To the present writer the older-fashioned view of Mr. and Mrs. 
Webb seems to show a sounder grasp of the mechanism and 
possibilities of industry. There are cases in which an industry 
can afford to reorganise in spite of labour-costs which compel it to 
‘restrict employment; but they are exceptional. Moreover, there 
is no certainty that pressure for higher wages will bring about 
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increased efficiency. Mr. Rowe’s description of trade union 
policy in the building industry—“ taking it out of the consumer ”’ 
—illustrates one possibility ; his reference (p. 172) to craft unions 
securing gains at the expense of fellow wage-earners points to 
another. In other words, Mr. Rowe ignores the possibility that 
a class of labour may increase their marginal (value) productivity 
by compelling, or assisting, their employers to put prices up. 
The old theory of wages did direct attention to this competition 
of industries and trades for the joint product of all industry, and 
did consider wages in their other aspect of costs, an aspect in 
which Mr. Rowe is not interested. It is rather, therefore, as a 
supplement to, than a criticism of Marshall, that Mr. Rowe’s 
theories should be considered. These criticisms are, however, 
only so much additional evidence of the stimulating character 
of Mr. Rowe’s book, points that may be dealt with in the “ final 
report,” to which his readers will all look forward. 
The University, Manchester. Henry CEAY 


The Unemployed. By R.C. Davison. (Longmans, Green & Co. 
1929. Pp. 292. 7s. 6d.) 


Tuts is probably the most valuable study of unemployment 
that has appeared since Sir William Beveridge’s classic. It is a 
competent and considered survey; and it has the merit of being 
exceedingly well written, in virtue of which it should appeal to a 
wider public than that of students and administrators steeled to 
endure the dreary language of the economic expert. 

Mr. Davison has not been inordinately ambitious. He has no 
complete solution to offer of the problem—or more accurately of 
the problems—of unemployment. He did not set out to do more 
than discover who are the unemployed, what sort of things we 
are doing for them, and where those things are likely to lead us 
and them. He is, in fact, concerned rather with cure than with 
prevention, though his study illuminates incidentally some of the 
paths along which it might be useful to seek for effective measures 
of prevention. Naturally he has derived nearly all his material 
from familiar sources open to all, chief among which are the 
official publications of the Ministry of Labour and Ministry of 
Health. But he can claim to be the first writer to have brought 
this material together, and to have welded it into a consecutive 
and critical narrative of twentieth-century attempts to deal with 
the unemployed. 

In this book, then, will be found a history of the vicissitudes 
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of Government policy about relief works, an outline of the 
growth of unemployment insurance and a careful analysis of the 
composition of the present unemployed army. On relief works 
Mr. Davison is particularly interesting, even if he is rather 
unmerciful. The work of the Unemployment Grants Committee, 
for example, he thinks should be viewed not as a contribution 
to the problem of finding work for the unemployed, but as a 
circuitous method of equalising the rates in different areas; nor 
does he seem to have much sympathy with the cherished policy 
of acceleration and postponement of public works to balance the 
trade cycle. 

The chapters on unemployment insurance are chiefly concerned 
with disentangling the essential from the merely trivial modifica- 
tions in the British scheme produced by the bewildering variety 
of Unemployment Insurance Acts. Mr. Davison here undertakes 
a task which a good many others have attempted; but he has 
certainly made as good a job of it as any of his fellow-labourers 
in this rather dreary field. His chief personal conclusion, which 
will be unacceptable to many reformers, is that no system of 
insurance can ever be the sole agency for relieving the unemployed. 

Perhaps the most useful part of the whole work is the section 
in which Mr. Davison deals with what he calls the analysis of the 
unemployed ; for this brings the question of unemployment back 
from the realm of abstract issues on to which it has lately been 
further and further driven into terms of individual lives. Like 
the title of this book it focuses attention not on unemployment 
but on the unemployed. The lesson of these chapters is apprecia- 
tion of the monstrous waste of human material which cripples our 
economic system—a waste which arises from misemployment as 
much as from unemployment, and which the economists and 
psychologists are only just beginning to recognise, and that 
only in the most general way. Now that we can blame abstrac- 
tions like the war and the decay of the staple industries for 
unemployment, we are the less disposed to give due responsibility 
to our own indifference to the value of ability and skill, and to our 
failure both to develop these and to create opportunities for 
their exercise. Mr. Davison is inclined to attribute a much 
larger proportion of existing unemployment than is generally 
admitted to defective industrial capacity, largely remediable. 
He has much to say about the downward drag of unemployment 
lowering the industrial status of the former aristocrats of labour 
as they sink into the unskilled class to avoid complete idleness. 
But it is not unemployment alone which is responsible for this. 
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Indeed Mr. Davison is surely altogether too optimistic when he 
writes : “If, when the state of employment is good, a list of the 
able-bodied wage-earners in any district were arranged in order 
of their industrial status and personal merit, and if a parallel 
list were drawn up of all the jobs existing in that district in 
favourable times, it would be found that appropriate work suit- 
able to each wage-earner’s status would be more or less readily 
available.” It is in unfavourable times, he adds, that men tend 
to take work beneath their capacity. But is not the apparent 
coincidence of jobs and men in good times largely illusory in so 
far as it is a man’s job which determines his status quite as 
much as his status which determines his job ? 

For constructive measures Mr. Davison pins his faith chiefly 
to intelligent schemes of industrial training. He would also like 
to see established a system comparable to the King’s Roll for 
disabled men, under which firms would undertake to employ a 
certain proportion of the elderly and infirm who are the casualties 
of civilian industry. There is evidence, he thinks, that the 
preference given to ex-Service men now operates unjustly towards 
the young workers who have come into industry since the war. 

It is lamentable that the book has no index. 

BARBARA WOOTTON 


The Theory of the Cost-price System. By A. J. W. KEPPEL. 
(Allen and Unwin. 1928. Pp. 188. 6s.) 


GREAT claims are made for ‘“‘ The Cost-price System.” ‘‘ No 
writer in recent times has brought a more compact and relentless 
logic or more audacity and independence of view to the task 
he here undertakes.” (Mr. J. A. Hobson’s Introduction.) ‘We 
have gone deeper than any economist with whose works we are 
acquainted ...” (p. 171.) ‘‘ Under the Cost-price system 
Canada might easily fill up in twenty years.” (p. 137.) ‘‘ The 
Cost-price system is going to find its way all over the world. It 
is going to lead to a World Economy.” (p. 133.) I content myself 
with stating Mr. Keppel’s argument, so far as I have been able 
to disentangle it from his numerous disquisitions upon ethics, 
education, public finance and the hopeless stupidity of economists. 

Mr. Keppel asserts that the return upon the whole product 
of labour normally shows a natural growth over the cost. This 
growth he calls the “‘ Surplus.” He distinguishes between that 
portion of the product which is necessary for the maintenance of 
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pass into ‘‘ Costs of Growth ” and ‘‘ Costs of Improvement in the 
Standard of Living.” Under the existing system the “‘ Surplus ” 
is badly distributed. ‘‘ Rent,” ‘“ Interest” and “ Profit” arise 
as uneconomic factors from artificial scarcities in Land, Capital 
and ordinary goods by means of the manipulation of Exchange. 
Seeking to eliminate ‘‘ Rent,’ ‘‘ Interest and “ Profit” and to 
secure the best possible application of the “ Surplus,” Mr. Keppel 
proposes an economic system based upon the exchange of all 
goods and services at Cost-price. He anticipates no great 
difficulty in arriving at the Cost-price of goods. ‘‘ The great 
monopolies can best show us the way in this.” In regard to 
wages and salaries, Mr. Keppel holds that what each requires is 
the Cost-price of his labour. ‘‘ What in practice is the Cost- 
price of labour? It is the average wage.’’ Moreover, all wages 
in Mr. Keppel’s system will gradually tend to a uniform level. 
“There is no reason to suppose that some kinds of labour cost 
more than other kinds to produce.” Only artificial scarcities 
reflect themselves in the wages of labour. In the Cost-price 
System—there being no artificial scarcities—it is impossible that 
there should be disparities in the reward of two or more necessary 
kinds of labour. The nearer the wage of the labourer approaches 
to the average wage—which average is taken as being £100— 
the more nearly is the labourer worth his wage. A wage of £100, 
uniform and fixed (“‘ We propose to carry the wage right through 
life at the same figure ”’), does not offer a very exciting prospect, 
but Mr. Keppel assumes that prices will fall considerably once 
his system is established. I am not clear whether the Govern- 
ment, realising the value of Mr. Keppel’s proposals, is to use its 
power to enforce them or whether Mr. Keppel hopes that the 
irresistible logic of his case will so convince his fellow-citizens 
that State action will be unnecessary. 

J. LEMBERGER 


University of Belfast. 


Agricultural Economics. By Grorce O’Brien. (Longmans, 


Green & Co., Ltd. Pp. viii + 195. 10s. 6d.) 


THE economics of agriculture has provided, under various 
and less grandiloquent titles, subject for controversy over a lengthy 
period of time. In various countries it has developed upon 
different lines, in Great Britain being more often approached by 
the way of economic history, fortified upon occasion by statistical 
analysis. Its followers in the United States have tended to 
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devote their energies in the direction of ad hoc investigations into 
questions of marketing, the pros and cons of alternative systems 
of land tenure and cost of production studies, the latter in turn 
superseded by the more complete survey methods; there, too, 
works bearing so comprehensive a title as that of the book under 
review have frequently been both encyclopedic in character and 
produced by co-operative methods. The pure economist, possibly 
exhibiting undue diffidence, more probably owing to lack of 
interest, seems to have left the subject alone, since he has generally 
confined his incursions to a discussion of the applicability of 
general theories to the peculiar characteristics of the industry. 
It is, therefore, especially gratifying to find a work emanating 
from this side of the Atlantic which treats the problems of agri- 
culture from the economic standpoint and at the same time 
unobtrusively disposes of the misconceived panaceas put forward 
by those financially interested within the industry or by out- 
siders ignorant of its physical limitations. Professor O’Brien 
rightly defines his subject as “ the application of general economics 
to the craft and business of agriculture,” and specifically excludes 
from his field “rural sociology,” ‘‘land economics”? and any 
consideration of the present and future relationship between food 
resources and population. Holding that the remaining funda- 
mental considerations have in the past been neglected by both 
writers on agriculture and on economics (after demolishing the 
wider claims in this connection of certain American and French 
authors), he most successfully concentrates his attention upon 
a highly important but limited field. Incidentally, his statement 
that ‘‘ Chairs of Agricultural Economics have been established 
in many Universities ” will surprise readers in Great Britain and 
Ireland, who must turn their eyes to the United States, where 
examples of a single university maintaining several such posts 
are not unknown. Two of the three chapters into which the work 
is divided contain numerous sections, the diversity and value of 
which are apt to be concealed by the prosaic titles accorded the 
chapters themselves. After a brief but skilful introduction, 
Chapter I (occupying only ten pages under the heading of “‘ General 
Agricultural Prices’) touches upon the inelasticity of supply in 
agriculture and the two types of lag therein experienced. Chapter 
II (‘ Particular Agricultural Prices’), extending to eighty-six 
pages, forms the best presentation of the factors influencing 
agricultural supply and demand which has yet appeared. While 
the author is catholic in his selection of references (few writers 
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particularly gratifying to find the names of Marshall, Edgeworth, 
Pigou and Cannan quoted upon page after page of this portion 
of the work. Section 3 of the chapter provides a first-rate sum- 
mary, fortified by diagrams, of the incidence, in various circum- 
stances, of diminishing returns, and those portions of its successor, 
entitled “‘ The Cost of each Factor of Production,”’ well illustrate 
the shattering of many political and social beliefs upon the rocks 
of economic fact. The third chapter, ‘The State and Agri- 
culture,”’ whilst forming in its writer’s words, ‘“‘ a discussion upon 
the ways in which the prosperity of the agricultural industry may 
be assisted by action on the part of the State,” is of added value 
in that it gives in effect a review of the policies recently pursued 
by this and other nations. The seventy pages in question should 
do much to dispel the completely mistaken, but far too wide- 
spread, belief that the British Government pursues a retrograde 
policy towards agriculture. Greater praise cannot be given to 
Professor O’Brien’s work than by saying that it is too short; one 
could indeed wish that its 180 pages had been doubled in number. 
He must add to the debt of his readers by giving them, in the next 
edition, his views upon many questions in addition to those he 
has so ably dealt with in a work which deserves the widest possible 
circulation among economists, agriculturists and the general public. 
J. A. VENN 


The Reserve Banks and the Money Market. By W. RANDOLPH 
Burgess, with an introduction by BENJAMIN STRONG. 
(Harper & Bros., New York and London. 1927. Pp. xxiv + 
328. 12s. 6d.) 


Mr. Bureasss’s book on the Federal Reserve system makes 
an admirable introduction to the study of that subject. The 
text is clearly and simply written; there is an excellent apparatus 
of diagrams and summaries to assist the reader. Mr. Burgess 
describes what is most important in the constitution and functions 
of the Banks; he is more interested in their present situation 
than in their history, and only treats of the past when a know- 
ledge of it is necessary to an understanding of the system as it 
is. Students in search of new things will find in Chapter IX a 
very interesting analysis of the day-to-day relation of the New 
York Bank to the market. And from the book as a whole they 
will gain a new insight and sense of proportion by learning the 
weight which one intimately familiar with the working of the 
system attaches to its several parts. 

The book was written too soon to include an account of the 
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events of last year. It is possible that even Mr. Burgess could 
not yet give with certainty a true interpretation of the great 
Stock Exchange boom. But anyone who has read this general 
survey will know enough to perceive that much current criticism 
of Federal Reserve policy was misplaced and ill-founded. 

On the subject of the acceptance market Mr. Burgess observes 
that it is ‘‘ far from complete.. There are hundreds of domestic 
transactions which might be financed through the bill market 
more advantageously than by the methods now employed... . 
The market for bills in this country is now too narrow and too 
dependent upon the Federal Reserve Banks.” These opinions 
are confirmed by recent events. In 1928 there was an increase 
in bills outstanding of 20 per cent. In the early part of the 
year the market absorbed them; but with the decline in long- 
term lending abroad (a large part of the bills are usually held on 
foreign account) and the rise in the call rate, the Federal Reserve 
system had to support the bill market to the extent of $300 
million. Indeed almost the whole of the expansion of Reserve 
credit normal and necessary in the autumn took this form last 
year; the increase of Federal Reserve security holdings was a 
mere $50 million, and there was no extra re-discounting by 
member banks. Finally, the Federal Reserve bill rate had to 
be raised on to a level with the re-discount rate. The system 
has stimulated the drawing of bills; but it has not solved the 


problem of providing a market for them. 
R. F. Harrop 


Christ Church, 
Oxford. 


Post-War Monetary Stabilisation. By G. CassrL. (Columbia 
University Press. 1928. Pp. 109. 10s. 6d.) 


Tus book gives in published form three out of six lectures 
delivered by Professor Cassel in the University of Chicago and 
the University of Columbia, the other three being reproduced in 
another volume entitled The International Movements of Capital. 
It is perhaps unfortunate that the six lectures could not have 
been printed in a single volume and at a more modest price. In 
the present volume the subjects discussed are, (a) Inflation and 
Stabilisation of Currencies; (b) the Stabilisation of the Value of 
Gold; and (c) the New Gold Standard. These lectures, however, 
do not contain anything which Professor Cassel has not discussed 
elsewhere. In the second of the three he returns to the question 
of a probable gold shortage leading to a fall in the world level of 
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gold prices. The argument here is based upon the idea that in 
order to maintain stable gold prices, the world’s gold stocks must 
increase at the rate of 3 per cent. per annum, that being the 
rate which appeared to be necessary during the period 1850-1910. 
Taken together with the repeated forecasts of an important 
check to world gold production, this assumption would certainly 
point to the existence of a serious danger in the near future. 
But the particular argument which is advanced here is not 
altogether convincing. Post-war monetary conditions are vastly 
different from those which obtained before the war, a fact which 
Professor Cassel stresses elsewhere. But it is scarcely valid to 
postulate such a change and at the same time to assume that 
the monetary demand for gold will continue to increase as it 
would if no such change had occurred. The rates of growth of 
population and of trade are important in this connection. With 
regard to the first, a smaller rate of growth seems to be certain. 
With regard to the second, the prospects are less definite, but it 
may be some time before the pre-war rate of increase is recovered. 
Equally important are the possible and probable economies in 
the monetary use of gold. A return to internal gold circulations 
is unlikely to be made on any large scale, and the adoption by 
many countries of the gold-exchange standard has made possible 
an important economy. What is perhaps of greater uncertainty 
is the permanence of this last change. Certain recent events 
have been somewhat disquieting, and if central banks should aim 
at maintaining unnecessarily high gold reserves, the danger which 
Professor Cassel indicates is likely to be a real one, even though 
his first assumption may be disputed. The present world gold 
production only represents about 2 per cent. of the total gold 
stock, and in order to maintain such a proportion, the annual 
gold production must continue to increase. If the mining experts 
are correct, that increase is unlikely to occur. In that connection, 
however, there are three main factors to be considered: (a) the 
elasticity of supply, (b) the development of technical improve- 
ments in mining, and (c) the possibility of new discoveries. The 
net effect of the operation of these factors cannot be anticipated. 
The history of gold production has been largely a history of 
spectacular changes. But on the present prospects the import- 
ance of a rational treatment of central bank reserves seems to 
be clear. 
D. T. Jack 
The University, 
St. Andrews. 
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Bankers’ Balances. By L.L. Watkins. (A. W. Shaw Company. 
Pp. xvi + 429.) 

Tuts book consists of a study, extending from the earlier 
years of the century up to 1926, of the movements of bankers’ 
spare funds in the U.S.A. It was awarded the Triennial Prize of 
the Chicago Trust Company for “the best original contribution 
to knowledge and advancement in the field of business develop- 
ment and the modern trust company.” Both the feasibility and 
the usefulness of such a piece of research result from the existence 
of a large number of banking units—with the correlative absence 
of branch banking—and the peculiar sort of banking stratification 
which is found in America. On November 1, 1912, for instance, 
when there were about 25,000 separate banks in the country, 
eight New York banks alone held the spare balances of three- 
fifths of this total. Such a statement illustrates the important 
part played by bankers’ balances, and also their. preponderant 
centralisation in New York (and other large cities) previous to 
the 1913 and subsequent reorganisations of the reserve system. 

It has been Dr. Watkin’s task to make an exhaustive survey 
of the effects on balances of these reorganisations; and, since he 
finds that “‘ Concentration within New York is more marked than 
prior to the establishment of the Federal Reserve System ”’ 
(p. 58), in particular to relate this result to certain disabilities 
asserted to exist in the present working of the banking machine. 
In dealing with these he has given the greater attention to the 
questions as to why the facilities provided for in the Federal 
Reserve System have not in larger measure replaced those given 
by banking correspondents; as to whether the System has 
succeeded in divorcing the funds of the commercial banks more 
completely from the security market ; and what use is made by the 
city banks of the funds which they receive from correspondents. 

Of necessity he has dealt with these topics statistically, and 
no fewer than 97 tables and 18 charts are used. In the narrative 
itself there is a mass of statistical detail. The burden of assimila- 
tion—always heavy—is eased by end-of-chapter summaries, and 
by a final chapter which is used for collating and reviewing the 
whole of the material. 

A brief review precludes the full citation of the conclusions 
reached. In the main, however, these are made dependent on 
the statistical data and many of them are not new—e.g. it is 
shown that centralisation of cheque collection has tended to 
reduce the necessity for balances. The most interesting, and in 
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view of recent Federal Reserve experience the most significant 
conclusion is concerned with the relative size of resources devoted 
to investment, as opposed to trade finance. In view of the 
obvious importance attaching to the topic prior to 1926—the 
year to which the study has been carried—it is not discussed at 
adequate length in this big book; and of course events since 
would have warranted even more attention. Yet Dr. Watkins 
has the courage to rebuke the commercial banks ‘for the con- 
tinuous stimulation of the security market, leading to the excessive 
output of new securities, and inflation of security prices ” (pp. 
377-378). Whether or not banking students feel disposed to 
agree with the denunciation, in view of the new interest in 
such a fundamental problem, it will not be unprofitable to scan 
the data made available by Dr. Watkins in an altogether useful 


work. 
J. SYKES 


University College, Exeter. 


The Banking Process. By R. G. Ropkry. (New York: The 
Macmillan Company. Pp. xii + 354. 10s. 6d.) 


Tue author of this book has been inspired to write it because, 
in his view, all existing American books on banking neglect to 
analyse and describe the actual way in which the American system 
works. Instead, Dr. Rodkey argues, they are overloaded—if 
not overwhelmed—by generalised theory, which is not properly 
and adequately related to the principles of banking. 

Those English students who have made it their task to become 
tolerably well acquainted with contemporary American banking 
writings will sympathise with the tenour of the argument, even 
though, remembering such works as that by Chester Phillips on 
Bank Credit, they may not agree with its absoluteness. In one 
respect, indeed, they would probably go farther than Dr. Rodkey 
and point to the curious similarity, if not uniformity of treatment 
which has been given to the subject by many American authors. 

On these grounds, then, the book justifies its existence. The 
work entailed by it has, moreover, been done with the thorough- 
ness which marks most American volumes on banking; it is 
printed and arranged with regard for clearness; and its accuracy 
is estimable. Attributes such as these go far to make it a useful 
text, which, indeed, the author presumably wishes it to become. 
Comment is needed, however, on certain points. One is led to 
doubt, for example, if the whole of the 70 pages occupied by the 
appendices and the index are really needed. Again, in a book 
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having this kind of bias there ought to be a somewhat better 
balance between description and analysis, and conclusions should 
not so often be withheld. Most of all one regrets that Dr. Rodkey 
has tersely but ruthlessly preached the doctrine of Dr. Leaf 
concerning loans and deposits without indicating that he has 
informed himself on the subsequent discussion which Dr. Leaf’s 


arbitrary statement provoked. 
J. SYKES 


Banking Theories in the United States before 1860. By H. E. 
Minter. (Harvard Press. Pp. xi + 240. 11s. 6d.) 


Tuts book is the thirtieth volume of the series of Harvard 
Economic Studies, and it consists of an expanded doctoral thesis. 

The method of arrangement is by topics, of which there are 
four, viz. :—The Utility of Banks as a Source of Media of Pay- 
ment; The Utility of Banks as Agencies in the Distribution of 
Loanable Funds; Bank Notes and Bank Deposits; and Banking 
Policy and the Business Cycle. Around each of these the relevant 
chapters are built, and these in turn are based on chronology. 
The result is to produce a well-arranged volume, which is therefore 
useful for reference purposes. 

The actual historical work has been done well. There is ample 
documentation, both in the footnotes and in the comprehensive 
bibliography ; the inferences drawn are well-founded ; and a good 
compromise has been struck between word economy on the one 
hand and the making of an interesting narrative on the other. 
In respect of all these points Dr. Miller’s work is to be commended. 
More generally, while it is to be expected that readers will be 
inclined to agree with the author that in the 1820’s and 1830’s 
American theory was fifty years behind English theory, I believe 
they will find it somewhat of a task to agree that “ In the analysis 
of the nature of bank deposits, of the dogma that the issue of notes 
against real commercial paper is self-regulative, of the nature of 
the business cycle, American writers seem to have reached sound 
conclusions before their English cousins did” (p. 5). To judge 
from the cited bibliography of English writers, Dr. Miller is not 
sufficiently acquainted with sources to justify this literal com- 
parison. There can, however, be no doubting the value of the 
study regarded as a whole, and it may be warmly commended to 
English students of banking history. 

J. SYKES 


University College, Exeter. 
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Government Ownership and Operation of Railroads. By WALTER 
M. W. Setawn. (New York: The Macmillan Company. 
1928. Pp. viii + 478. Index. 21s.) 


To undertake a study, however abridged, of the world’s 
railway system requires courage. When to this is added an 
attempt at weighing the advantages of State ownership or 
operation of this type of public utility against company ownership 
and operation, the task is indeed a very formidable one. One 
gathers from the preface that without the aid of the Laura Spell- 
man Rockefeller Foundation the task would not have been em- 
barked upon, and one may hazard the guess that without the 
Library of the Bureau of Railway Economics at Washington, to 
which the author pays high tribute, it could not have been brought 
to successful fruition. 

Professor Splawn has played an important part in the sphere 
of Government relationship with railroads and other public 
utilities in the South-Western States, and he is frank in calling 
attention to the shortcomings which any study of the type this 
book exemplifies necessarily must contain. Nevertheless, the 
author is to be congratulated upon their relative infrequency, 
and little apology is required for the lack of full statistical data 
concerning the railway systems of such countries as Bulgaria, 
parts of China, and Luxembourg. 

The author has divided his work into two main sections, the 
earlier two-thirds of the book dealing with the available informa- 
tion and past history of the railway systems of Europe, Asia, 
South America, Central America, Africa, India, Australia and 
Canada, with a special chapter devoted to the railways of Great 
Britain. The last third of the book commences with a chapter 
entitled ‘‘What Does Foreign Experience Indicate?,” then 
proceeds to deal almost exclusively with the past history of state 
ownership and construction of public utilities in the United States, 
and the possible effects of Government railway ownership if 
adopted by Congress as definite national policy. An excellent 
chapter deals with the war-time period of Government ownership 
of railways in the United States, which was terminated by the 
Transportation Act of 1920. Whilst it is the final portion of the 
book which will be of greatest interest to economists, it is upon 
the data contained in the earlier chapters that Professor Splawn’s 
conclusions have been primarily based, although he is under no 
delusion as to the number of difficulties which surround one who 
attempts to make comparison between countries where traditions 
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vary fundamentally, national outlook differs widely, and the 
bases of statistical measurement may be far from similar. 

Commencing with the “ Small Countries of Western Europe ”’ 
one finds throughout the earlier portion of the book a remarkable 
collection of statistical tables, from which important data may be 
derived concerning the capitalisation per mile, the mileage 
operated, and the average revenue per passenger-mileand ton-mile. 
Bearing in mind the causes for variation, such figures are of con- 
siderable value, though they must necessarily change to an 
important extent from year to year, and the annual reports from 
which they are derived are only available many months after 
the year to which they apply. Professor Splawn might well 
have pointed out that in the case of Government-owned lines this 
lag far transcends that of company-owned systems. The 
accounts of France, Germany and Italy are perhaps the most 
striking ones in the European sphere, while Argentina, in the 
South American section, followed later by South Africa and India, 
present a clear and concise picture in comparatively few words 
of the difficulties facing a State in the construction and adminis- 
tration of a large railway system. 

The author’s discussion of the problems connected with the 
causes which led to the formation of the Canadian National 
Railways is possibly the most brilliant study contained in the 
book, although the analysis of Government railroad ownership 
during 1918-1920 in his own country is evidence of a remarkable 
insight into a period the adequate description of which has baffled 
many economists. 

One cannot quite agree with the author in his comparison 
between the railways of Holland and Belgium, for the latter, 
unlike the former, is primarily industrial, and its prosperity in 
recent years has been largely due to the efficiency of its railway 
organisation, whose present progress is one of the finest tributes 
to the benefits derived from separation of Government and 
railway finance. Similarly one is surprised that electrification in 
Switzerland is dismissed in one paragraph. The electrification of 
that country and its railways was a definite national policy, and 
stands out as a formidable example of the benefits of State owner- 
ship and operation. Again, the author is not quite accurate in his 
statement as to taxes on railway passenger travel in Great Britain, 
while it is incorrect to say that Spain “ is introducing the standard 
gauge for all lines.” With economies effected of over £6,000,000 
last year compared with 1927, it does not seem quite accurate to 
state that “‘ It appears that consolidation of railroads in England 
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has failed to produce economies,” though it is certain that “ The 
benefits promised have not been realised.” It is only fair to add 
that Professor Splawn had written his book before our 1928 
accounts were made public, but few will agree with his dictum 
that in 1927 “‘ Much of the falling off in passenger business was due 
to passing of dividends or curtailing dividends during 1926.” 
Loss of national purchasing power and road competition would 
have been a somewhat better phraseology. 

Lastly, one might have expected that the chaotic state of 
railway finance in Austria and certain other continental countries 
would have been connected with the temporary luxurious policy 
of inflation indulged in by those nations. Yet all these are in 
reality minor points which do not materially detract from a most 
valuable contribution to the study of European railway finance, 
and tribute is due to the author for the admirable way in which 
he has contrived to include “‘ multum in parvo.” Whether one 
turns to Tunis, Madagascar, or Paraguay there is to be found a 
most useful outline of railway progress, and the discussion of the 
Indian position is of greater value by reason of its equity and 
freedom from bias. 

As with other unbiased students of the relationship between 
the railways and the State, Professor Splawn, like the late Sir 
William Acworth, from whom he quotes liberally, comes to the 
conclusion that the dangers of State ownership are in reality 
greater than any to be feared from well-regulated company 
ownership or operation by lease. He has drawn with commendable 
adroitness the picture of comparative efficiency of the French 
company-owned lines with their State-owned neighbour, and he 
might have stressed the point that the present success of the 
Canadian National and German Railway Companies, the two 
largest railways in the world, is in part resultant from being 
placed under executives trained in company management and 
both frank to acknowledge that the efficiency of their systems is 
proportionate to their divorce from national finance and political 
control. 

The bookconcludes with a discussion of the possible advantages 
of Government ownership in the United States, and it is note- 
worthy that almost all the advantages are those which could also 
be derived from consolidation, though it is admitted that “‘ thirty- 
three existing systems do more than ninety per cent. of the busi- 
ness ” and ‘ Consolidation has gone forward to where there is not 
much more to be realised from possible economies of unification.”’ 

This book will prove of great value as a source of reference, 
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but to those keenly interested in Government policy it can be 
heartily recommended as a means of profitable study, and most 
readers will agree that the “‘ United States cannot look to foreign 
experience to guide them in shaping their policies with reference 
to ownership and management of railroads.” 

Typographical errors are few, but it is unusual to find mis- 
placed lines in products of the house of Macmillan, and one could 
wish that the pages were evenly cut, though the author’s excellent 
index makes up for these slight short-comings. 

C. E. R. SHERRINGTON 


Railroad Regulation since 1920. By D. Lockiin, Ph.D. 
(A. W. Shaw Company. Pp. vi -++ 211.) 


SomE day somebody will write a book on the economic conse- 
quences of our Railways Act, 1921, and there will be an interesting 
story to tell. In the United States their corresponding Trans- 
portation Act, passed one year earlier, has already undergone 
vigorous review in quite a number of publications despite the 
fact that all the provisions have not yet been completely carried 
out. It is indeed early to expect anything critical which may be 
called standard, because so much is still based on probable 
rather than past experience, yet there is value in tracing the 
course of events which have already taken place, and this is the 
intention of Mr. Locklin’s small book. It is true, on the one 
hand, that one cannot look for much original criticism or the 
revelation of new points of view in it, since the aim, broadly 
speaking, has been merely to take certain of the major regulative 
provisions of the Act and follow their respective developments 
during the years 1920-7. On the other, the accepted and well- 
digested arguments for and against certain controversial courses 
of action have been summarised in the endeavour to present the 
student with perspective on the questions at issue, for it is as a 
text-book for elementary courses in railway transportation that 
the book is designed. In fact, herein lies its virtues as well as 
its vices. One can imagine the various chapters as separate 
lectures, in each of which the attempt is made to collect the 
scattered material on its subject-matter in such a way as to 
save the harassed student the time and effort which would be 
spent (not unprofitably, maybe) in browsing among official 
reports and other publications. The author would claim little 
more for them. The result is a very useful descriptive guide to 
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the labyrinths of regulation since 1920, which fulfils its purpose, 
however limited that purpose may be. 
C. D. CAMPBELL 
The University, 
Manchester. 


Factory Legislation and its Administration. By H. A. Mzss, B.A. 
(P. 8. King & Son, Ltd. 1926. Pp. 228. 12s. 6d.) 


Tue period dealt with in this book, 1891-1924, is the period 
of elaboration and detailed application of the principles of health 
and safety so hardly won in the preceding period. Mr. Mess is 
a competent guide through the tangled mass of piecemeal legisla- 
tion which has resulted, and he provides us also with a concise 
summary of the present position and of the directions in which 
further legislation is most urgently required. 

So far as industrial conditions are concerned the period is one 
of considerable improvement, of which the Factory Acts them- 
selves are as much an effect as a cause. The greatest advance 
actually due to the Acts is in the admittedly unhealthy trades, 
and here much remains still to be done, particularly as regards 
accidents. ‘‘ This is, of all that is written in this book, that 
which needs to be stressed most” (p. 215). This being so, it is 
surprising that the evidence and statistics given on this important 
subject are not more adequate and detailed. We have to accept 
more or less in faith the statement that if ‘‘ appropriate steps ”’ 
were taken the number of accidents could be reduced by at least 
a third in a very few years. 

Mr. Mess is of the opinion that in the sphere of factory legisla- 
tion the establishment of the International Labour Organisation 
is potentially the most important happening of the years 1891- 
1924. It is, of course, becoming increasingly reprehensible even 
to seem to question such a sentiment. Nevertheless it has at 
least the appearance of exalting the form above the spirit and 
of confusing the effect with the cause. It is also not very con- 
sistent with Mr. Mess’s general view of factory legislation policy 
and progress. On p. 194 it is stated, “the sensible method of 
advance will doubtless be in the future as in the past, to try to 
bring conditions in the inferior works up to the level of conditions 
in the better works.’”’ The most potent factor operating on 
conditions in the better works which has come to light in the 
period is not the establishment of the I.L.0., but the recognition 
in fact of the economic value of the human element in industry 


\ 


1929] NORTHCOTT AND OTHERS: FACTORY ORGANISATION 433 


and the endeavour by scientific methods to make the most of it. 
Then, as regards the precise nature of new legislation, Mr. Mess 
urges that we should contemplate general legislation based on 
scientifically determined standards at least as regards warmth, 
light, ventilation and cleanliness, which could be applied to all 
places of work, instead of continuing to build up new legislation 
by the method of specific enumeration (p. 214). This is admit- 
tedly the ideal and will become practicable, because in the better 
works such scientifically determined standards are already being 
sought for and increasingly applied. The new conception of 
management thus, it would seem, is both actually and potentially 
the most important fact of the period for the future of factory 
legislation. The I.L.0O. will doubtless help to level up standards 
and remove some of the fears of unequal competition which have 
delayed legislation in the past, but this bogy is to a great extent 
already laid, since, in Mr. Mess’s own words, “‘ That good con- 
ditions are a sound business proposition has been, broadly 


speaking, established ”’ (p. 192). 
Mary T. RANKIN 


University of Edinburgh. 


Factory Organisation. By C. H. Norrucort, O. SHeLpon, J. W. 
Warproprper and L. Urwick. (Pitman & Sons, Ltd. Pp. 
252. 7s. 6d.) 

Tu1s volume of the Pitman Economic Series represents a 
very successful attempt to present a general survey of the more 
important aspects and the more advanced practices of modern 
factory management, in a way serviceable alike to the practical 
business man and to the student of economics. Although the 
book consists of a number of essays by different writers, it holds 
remarkably well together as a consistent whole, both in form and 
in outlook. This satisfactory result is no doubt fundamentally 
partly due to the fact that the writers “‘ have taken up work in 
the same factory and are engaged in the management of some 
of its principal functions” (p. viii). Each essay represents a 
scientific analysis of actual practice known to the writer, and 
the usual pitfalls which bestrew the path of this type of work, 
such as counsels of perfection, inclusion of unnecessary detail 
and overlapping of treatment, have in the main been successfully 
avoided. Mr. Sheldon’s essay on the Organisation of Business 
Control and Dr. Northcott’s on the Principles and Practice of 
Industrial Relations deal with the wider aspects of organisation, 
while Mr. Wardropper’s essays on the Organisation of Production 
and on Records and Costing, and Mr. Urwick’s on Marketing 
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and Advertising and on Selling and Transport are necessarily 
more detailed and technical. The main impression left on the 
mind of the reader by all the essays is, however, the same, 
namely, that of the importance of the human factor in industry. 
In his analysis of the nature of organisation in Chapter II, 
Mr. Sheldon says it is ‘‘a compound of duties to be performed 
and persons appointed to perform them,” and then later: 
“‘ Efficiency in organisation is indeed to carry out the most 
enlightened labour policy.”” The other essays give ample illus- 
tration of the truth of this outlook. To anyone, therefore, who 
wishes to have a clear and practical idea of what the newer 
conception of management implies or what rationalisation may 
mean apart from the aspect of monopoly or competition, this 
book can be unhesitatingly recommended. Dr. Northcott’s essay 
on Industrial Relations is deserving of special attention in this 
connection, and all the more so that in the summary of the 
final report of the Committee on Industry and Trade it is recog- 
nised that if scientifically equipped and managed enterprises are 
to be operated with a hitherto unknown intensity, the whole 
range of questions generally classed as “‘ welfare ’’ will assume a 
much-increased importance; and that the changed conditions 
will make a much higher demand on employers and employed 
for mutual co-operation than has hitherto been customary in 
British industry. Dr. Northcott’s clear and impartial way of 
showing that forms of rationalisation which do not recognise 
that the ethical and social standards of the workers are positive 
factors in economic life will remain essentially unreasonable as 
regards the mass of producers, and irrational in their effects, is 
therefore specially useful and opportune. If one might add at 
all to the very valuable guidance afforded by this essay to the 
employer, it would be by insisting more explicitly on the necessity 
for the cultivation of relations between the management of a 
firm and the trade-union officials concerned, not only on account 
of the beneficial effect which this would have on industrial rela- 
tions in general, but on wage systems in particular. No wage 
system, piece-work or profit-sharing, etc. is necessarily banned 
by trade unions. They are only banned in so far as, under 
prevailing conditions, they weaken the Union’s control over the 
standard rate. Granted then that no wage system is either 
economically or ethically satisfactory which does not allow for 
reward to superior effort, closer co-operation with the trade union 
to make this possible must not only be contemplated but 
emphatically urged. 
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On the more technical aspects of factory organisation the 
unqualified reviewer must hesitate to speak, and nowhere more 
so perhaps than on the problem of advertising, where apparently 
no great reliance can be placed on the guidance of supposed 
common-sense. If, however, it be really necessary seriously to 
warn the advertiser that in certain cases the ‘“‘ habit instinct ” 
of consumers may be overcome by the “parental instinct,” as 
in the case of baby food, when “‘ the consumer is very ready to 
try a change should the child show signs of sickness” (p. 183), 
then the psychology of the advertiser should receive more 


attention than it does. 
Mary T. RANKIN 


University of Edinburgh. 


Hospitals and the State. By R. WestLAND CHALMERS. (London : 
Bale, Sons and Danielsson. 1928. Pp. ix + 143. 6s.) 


Dr. CHALMERS’ volume, which is described in its sub-title as 
“‘a, popular study of the principles and practice of charity,” is 
one of those books regarding which the reader rather querulously 
feels that he was led to expect something different. Almost the 
whole of the slender volume is, in fact, an easy-going narrative, 
drawn from economic history, beginning with the Roman hospes 
and the hospitium of the English monasteries, and it should 
rather be regarded as a history of philanthropy and of State 
action in regard to the care and the cure of the sick and the relief 
of the poor. The last two chapters make a sudden transition 
to present-day problems of medical politics. Dr. Chalmers’ main 
theme is that in all good works the State has always been 
“obliged to step in and assist even the combined efforts of 
individuals to achieve what is desired.” In practice this is a 
plea for the State hospital. The epilogue touches on questions 
of politics, and finds that “ man has laboriously constructed the 
State as the organised will and conscience of his society.” 

ALEXANDER GRAY 


Women and the Labor Movement. By Atice Henry. (New 
York: The Macmillan Co. 1927. Pp. xvii + 241. 6s.) 
Miss Henry has attempted a great deal and has produced 

a volume which is interesting although somewhat diffuse and 

uneven in merit. She describes the entry of women into the 

machine industry of the United States, and, a long way after, 

their entry into the Trade Union movement. The early history 

of women’s Trade Union activity is little more than an enumera- 
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tion of disconnected strikes : organisations sprang up to support 
a strike, and faded out of existence as soon as the battle was lost 
or won. It is interesting to note the co-operation of the Women’s 
Suffrage Movement with the Women’s Trade Unions, and the 
influence exerted by the middle-class Women’s Trade Union 
League, founded on the British model. 

The description given of the present position in the women’s 
Unions, and in the Unions admitting women to membership, 
would have been more valuable if there had been some indication 
of the proportion which the figures quoted bear to the total 
numbers engaged in the industry. The women gainfully em- 
ployed in 1920 numbered, we are told, over 8} millions. There 
are apparently no figures to show how many there were in the 
Trade Unions. The American Federation of Labour does not 
know, and Miss Henry can hardly be blamed for not knowing. 
But there must be records of the numbers in each occupation, 
and when we are told that 6,000 women belong to the Organised 
Bookbinders, 20,000 to the Boot and Shoe Operatives’ Union, 
17,000 to the Railway and Steamship Clerks’ Union, etc., we feel 
that the information would have gained in interest if we had been 
allowed to know how many women these industries employ. 

The industrial problem of America is complicated by the 
immigration factor and the negro question. Nevertheless, it is 
something of a shock to the British reader to hear that only ten 
States have a legalised eight-hour day for women, that six have 
no regulations on the subject of hours at all, and that only thirteen 
prescribe a weekly rest day. Even this must be discounted, since 
no one State ‘‘ has all the legal protection on its statute books,” 
though the practice of many firms is far ahead of legal require- 
ments. It is a pity that the information given in the chapter on 
Industrial Legislation is not amplified. We are told that fourteen 
States have Minimum Wage laws, the decrees ranging from $8-50 
in one industry in 1915 to $18 awarded in another in 1921. But 
only three concrete instances are quoted, and the two typical 
workgirls’ budgets, set out in detail, show the amounts allowed 
for clothes and for incidental expenses, but not for food or rent. 
Again, while all Americans are doubtless familiar with existing 
practice as regards “‘ Mothers’ Pensions,” the British reader is 
intrigued and tantalised when he is told that forty-one States 
legislate on this subject, and practically nothing else about it. 

A chapter is devoted to the Women’s Bureau, which was 
established in 1920 as a permanent branch of the Department 
of Labour. The Bureau has for its object the formulating of 
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“Standards and policies which shall promote the welfare of 
wage-earning women, improve their working conditions and 
advance their opportunities for profitable employment.” Its 
services have already proved invaluable, but its scope is limited 
by the fact that industrial legislation is the exclusive prerogative 
of the separate States, and that a Federal institution has no 
power of administration. The concluding chapters are devoted 
to a description of the changes introduced by war conditions, of 
the special problems of the negro woman, and of the formation 
of the International Federation of Working Women. 

While the book is readable, the arrangement of the subject- 
matter is not the best. The digressions into the policy and 
legislative enactments of other countries are somewhat confusing, 
and the mixture of statements of opinion and ideals with descrip- 
tions of fact detracts from the value of what is intended to be a 
scientific survey. And why is a book written in 1923 not pub- 
lished until 1927? In view of the rate of American progress it 
is not too much to assume that many of the conditions here 
described must already be matters of past history. 

H. ReYNARD 


The Human Factor in Industry and Politics. By ALFRED 
Hoox. (London: P.S.King&Son. Pp.xi-+ 211. 8s. 6d.) 


THE last books by Mr. Hook reviewed in these pages dealt 
with problems of distribution: in the present volume he goes 
deeper and seeks to isolate the human factor in our economic 
and political affairs. It is a little unfortunate that, before attack- 
ing the major problems, Mr. Hook should have found it necessary 
to devote thirteen chapters, nearly one-half of the book, to a 
discussion of the first principles of Physics, Biology and Psychology. 
All that he has to say about the fundamental principles of human 
nature, the capacity to react to external stimuli, the capaci or 
incapacity to think and to reason, might well have been com- 
pressed into a single chapter. The line of argument is clear 
enough, but the reader can hardly refrain from sighing : “‘ Avocat— 
ah! passons au déluge.” 

The great mass of mankind, according to Mr. Hook, can think 
in a rudimentary fashion, but sustained thought is quite beyond 
them, and “an elaborate train of thought such as an intricate 
economic argument has no effect on them at all.” Hence in 
Education, secondary as well as primary, a larger place should 


be given to practical as distinct from purely mental training, 
aa@2 
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since the majority of the pupils are not capable of profiting from 
the latter. Developing his theme further, Mr. Hook holds that 
“man is the victim of a nature for which he is in no sense per- 
sonally responsible.” He is what external forces have made him : 
his conduct depends on his mental furniture, part of which is 
hereditary and part forced on him by his environment. Starting 
from this hypothesis it is easy to see how enmity must arise 
between employer and employed, neither of whom is “ capable 
of thinking ” the facts of the other side. Employers can think 
only in terms of output and profit, workmen only in terms of 
wages and hours. Each is the victim of the psychology of his 
own crowd. The same facts meet us in the world of politics, 
where quarter is never given to an opponent. In industry and 
politics alike we begin with indifference to the other side, then 
passions are inflamed and open warfare is the result. 

For Labour’s attitude of suspicion and dislike to the system 
of private enterprise, Mr. Hook has two practical remedies to 
offer. He suggests that employers should restrict their drawings 
from the business to a reasonable remuneration and a fixed rate 
of interest, and that the balance of profit should be kept as a Fund 
to maintain standard dividends and wages in lean years. The 
scheme, as Mr. Hook must know, is not new and has actually 
been put into practice by a few public-spirited employers. He 
regretfully admits that human nature is against its general 
adoption, but a new kind of education, directed towards the 
establishment of new standards, would help in the right direction. 
Managerial salaries, apart from business profits, are too high and 
incite the jealousy of the wage-earner. A second experiment 
suggested is the formation of “labour groups,” which would 
contract to supply labour to employers and distribute receipts 
on a basis to be settled by themselves. These expedients appear 
meagre enough, but Mr. Hook is not concerned to find immediate 
remedies. His aim is to explain why we have become what 
we are, and to preach honesty, patience and toleration. On 
Democracy and Dictatorships, on piece-work, co-partnership and 
other problems, he has many acute observations to offer. But 
the substance of his argument is an appeal for mutual toleration 
in human relations, as a first step towards a change of heart, an 
appeal addressed on the title-page to the Churches, but intended 
obviously for all thoughtful persons. 

H. ReyNARD 


[ | 
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The Psychology of Socialism. By Henry DE Man. Trans- 
lated by Epen and Crpar Pav. (London: Allen and 
Unwin. Pp. 509. 16s.) 


The Modern Case for Socialism. By A.W. Humpurey. (London: 
Allen and Unwin. 1928. Pp. 272. 12s. 6d.) 


Mr. Henry DE Man’s book is, in his own words, “ a fragment 
of spiritual autobiography.” It is a revised statement of faith 
by one who, while constantly speaking of Marx with respect, has 
nevertheless been forced to realise that for the Socialist movement 
Marxism, whatever it may have been in the past, is now an en- 
cumbrance, something which neither interprets the times nor 
corresponds with the aspirations of the times. Mr. de Man is 
careful to distinguish between Marx and Marxism. Marxism, 
which is what the Labour movement has made of the theoretical 
system of Marx, is alone what matters, and he shows a scarcely 
veiled contempt for those who busy themselves with -textual 
comment and criticism, and who place reliance on quotations from 
the master. As he says in one place: “ Vulgar Marxism is a 
living error; pure Marxism is a dead truth” (p. 417), and it is 
clear throughout that Mr. de Man has no interest in the dissection 
of a dead truth. His volume therefore is scarcely in any sense a 
criticism of Marx; it is a refutation of much that Marxism has 
come to mean, above all of the false assumptions of Marxism 
regarding the nature and working of men’s minds. The reasoning 
and the logic of Marx have often enough been refuted; it is 
doubtful whether any refutation, however effective, will ever 
make any difference; for though Marx purported to rest his case 
on the invincible power of reason, his influence is really based on 
the fact that he represents certain things which are felt, and the 
degree in which these things are felt is neither a matter of reasoning 
nor does it depend on a comprehension of Marxian doctrine. 
Marx, in short, is a collection of Sorelian myths ; and with a myth, 
as with a ghost, one may not reason. Marx may in time become 
for all, as he has become for many, an infinite bore; but no 
refutation, however cogent, will ever detach from him the 
humblest of his followers. 

Mr. de Man’s criticism of Marx is therefore peculiar in that 
Marx is scarcely, if at all, quoted in his pages. FFundamentally— 
if the word may be used where so many phases of the problem are 
discussed—fundamentally Mr. de Man’s criticism is that with 
Marx and in Marxism, Socialism is too much a matter of the 
intellect. ‘‘ For Marx, knowledge, awareness, was the primary 
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determinant, the class will was the outcome of class conscious- 
ness” (p. 29). But Mr. de Man has little difficulty in showing 
that class consciousness was born out of the class war, and the 
class war itself was the outcome of a feeling of class resentment 
(p. 31). The roots of Socialism, in short, are not in the intellectual 
field; it is not the product of capitalism. Class interests do not 
explain everything; indeed in the domestic field, as elsewhere in 
international matters, Mr. de Man realises that working-class 
solidarity is but a phrase, empty of significance. There is often 
conflict of interest between different classes of workers within a 
country, as likewise there may be conflicting interests between 
the workers of different countries, Solidarity, when it arises, is a 
manifestation of the community instinct—an instinct which is not 
born of knowledge (p. 131). The springs of Socialism, inextricably 
entangled with an inferiority complex, are many; the wage 
question is only one, and not a predominating factor. 

If Marxism misinterprets the springs of Socialism, so also it 
unduly simplifies the problem by its simple dichotomy of the 
population into employers and employed, into bourgeois and 
proletariat. Mr. de Man’s criticism on this point, involving a 
plea for the so-called “ intellectuals,” is not merely of interest 
in itself; his argument here is of importance because it leads to a 
repudiation of one of the fundamental points in Marxism. The 
identification of the State with the rule of the Capitalist class (or 
of any class) is dismissed as a chimera (p. 199). The State is 
run by the intellectuals, who are neither capitalists nor prole- 
tarians. If Mr. de Man is right in objecting to the simplified 
division of the population into classes and the identification of 
the State with one of these, he perhaps overstates his case when 
(with Aristotle) he adds that ‘‘ Politics are not an occupation of 
leisure hours; they are a specialist’s job.” 

Of the innumerable other points of great interest in Mr. de 
Man’s treatise only a few can be indicated. Not merely does he 
attack the Marxian doctrine of the State, but he finds in the 
present-day State an institution of the utmost importance to 
Socialism, so that “to-day, in all the countries of Europe, the 
socialists are the true buttresses of the State’ (p. 311). Nor is 
it merely the State that Marxism misjudges; the whole idea of 
nationalism has been misunderstood, and it is owing to false 
assumptions on this point that Marxism has become an obstacle 
in the way of international socialism. If anything, one might 
be tempted to suggest that Mr. de Man, in reaction, rather tends 
to overstress the importance of nationality. 
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Lastly, in a notice which must ignore the greater part of a 
lengthy book, it is implicit throughout the whole of Mr. de Man’s 
work that Marxism and traditional Socialism have erred in con- 
centrating too exclusively on material things and on distant 
ends. He himself is undisguisedly reformist; he professes to 
attach more value to the building of a new sewer in a working 
class quarter than to a new theory of the class struggle (p. 468). 
He distrusts all Utopias. And in pushing beyond Marxism, 
Socialism becomes for Mr. de Man something almost entirely 
ethical and spiritual, something infused with the spirit of the 
Sermon on the Mount. Socialism is a passion, not a cognition ; 
its aim is to make men better and happier now. More tersely, its 
golden rule should be: ‘‘ Make yourself better, others happier ”’ 
(p. 496). Certainly the atmosphere of “ religious fervour ”’ 
which Mr. de Man invokes is a long way from traditional Marxism. 
It would be flattery to say that Mr. de Man’s book is interesting 
throughout; it would indeed have gained considerably by com- 
pression of its five hundred substantial pages. But it is a book of 
great sincerity and courage, and its penetrating study of Marxism 
in the light of to-day is of great value. 

Mr. Humphrey’s statement of the modern case for Socialism 
is chiefly of interest because it exemplifies the kind of thing from 
which Mr. de Man would fain deliver us. It opens with an 
orthodox and somewhat superficial statement of the main points 
of Marxian doctrine. Here is the usual arid statement of the 
theory of value and surplus-value, of the Iron Law of Wages and 
of the Class Struggle. Mr. Humphrey’s indictment of Capitalism 
is at times naive. ‘‘ One cannot conquer in the commercial field 
any more than in the military field unless there is someone to be 
conquered. . . . For everyone who ‘gets on’ someone ‘ gets 
out’’’ (p. 64). So far from being the modern “ case for Socialism,” 
this is pure Louis Blanc, and it might well be left undisturbed in 
his pages. Mr. Humphrey is, however, representative of one type 
of modern socialism in the bitterness which masters him when this 
argument leads him to speak of Bankers. He is torn between a 
desire to represent them as of no consequence (‘‘ After all, they are 
only money-lenders ” p. 152), and an equally strong desire to 
paint them as the villains of the piece. “In terms of human 
existence they determine whether the queues at the Employment 
Exchanges shall be long or short . . . whether children shall be 
well fed or ill fed” (p. 144). Mr. Humphrey’s argument not 
infrequently reflects a certain confusion of mind. It is true 
doubtless that “‘ every bankruptcy is a failure of private enter- 
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prise,” but it is an irrelevant truth, since no one has ever suggested 
that under capitalism any foolcan make money. Indeed the anti- 
socialist would argue that the possibility of individual failure 
is a necessary safeguard, and that in a system of socialised in- 
dustries, reclining ultimately on the rates, what is lacking is 
precisely some such automatic check on inefficiency. The volume 
ends with an orthodox exposition of the principles of Guild 
Socialism—which “‘ at present holds the field exposition 
which might have been written ten years ago. 
ALEXANDER GRAY 
Marischal College, Aberdeen. 


Citizenship in the Industrial World. By G. A. Jounston, M.A., 
D.Phil. (London: Longmans, Green & Co. 1928. Pp. 
viii + 297. 12s. 6d.) 


Tuts book is rather disappointing. From the Preface and one | 


or two passages stating the author’s object and method of treating 
the subject of citizenship in the industrial world, the reader would 
expect to find something new and original. But his expectation 
will not be realised. Dr. Johnston rightly says that Plato’s and 
Aristotle’s views of citizenship are inadequate, and that “for 
dealing with the complex relationship of citizenship in modern 
industrial life, Greek thought gives little guidance.”” He points 
out that in the modern world good citizenship involves not only 
an attitude to the State, but also a complicated system of relations 
between the individual and a variety of different associations. 
** Good citizenship is the right ordering of all our loyalties.” But 
this is not a new conception of citizenship. Nor does the author 
develop the wider view involved in his definition with the origi- 
nality which might be expected, for in his Preface he says, “ this 
book attempts to deal with the problem of citizenship by a new 
method and from a new standpoint.” 

Chapter I, entitled “‘ Introductory : what is Citizenship ? ”’ is 
followed by four chapters dealing with the Modern Industrial 
Order, the Citizen as Producer, the Citizen as Consumer, and the 
Citizen and the State. Chapter II is mainly descriptive of what 
the author calls the modern industrial order, or, in other words, a 
description of certain aspects of modern industry. The modern 
industrial order is defined much too narrowly as “‘ the system under 
which commodities are produced by labour specialised and 
organised to operate machinery on a large scale.”” This chapter, 
together with Chapters III and IV, contain a vast amount of 
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information in the aggregate, but it is spread over such an enor- 
mous number of subjects that it is often inadequate in relation to 
the individual topics treated. For example, Chapter III, which 
occupies 105 pages, attempts to deal with the following subjects : 
The Problem of Industrial Production; Waste in Industry; 
The ‘“ Rationalisation” of Industry; Industrial Fatigue; 
Industrial Accidents; Sickness;* Maladjustment; Labour Turn- 
over; Labour Disputes; Unemployment; Hours of Work; 
Organisation and Management; Industrial Relations. Chapter 
IV also discusses a long list. Chapter V contains a somewhat 
elementary discussion of such subjects as the nature and functions 
of the State, representative government, and other questions of 
political theory. 

The writing of the book must have involved the author in a 
large amount of reading, and the arrangement of the facts he has 
included must have been a tedious operation. The information 
given is as a rule accurate and clearly stated, though it is not 
always up to date. For instance, it would have been possible 
to get much more recent figures as to the growth of the Workers’ 
Educational Association than those of 1920. Naturally, owing 
to the size of the book and the number of the subjects, they are 
never exhaustively handled. The reader who wants to know 
something about unemployment, hours of labour, wages, the 
distribution of wealth, for example, will be able to discover that 
in each case there are problems, and perhaps the bare outlines 
of the problems themselves. The book is in places very ele- 
mentary, and the greater part is little more than a compilation 
of well-known facts; it would have made quite a useful book of 
reference if these had been placed in alphabetical order. 

Dr. Johnston takes a more optimistic view of the working 
of the ‘‘ modern industrial order” than would be generally 
accepted. For instance, not everyone would agree with the 
following: ‘An industrial magnate, whom overwork renders 
incapable of enjoying even the simplest pleasures of life, is as 
much a slave of the industrial order as the most wretched sweated 
worker.” I have noticed an unfortunate slip in the quotation 
on p. 40 from Professor J. H. Jones’s Social Economics, where the 
last word should be “ increased ” instead of “‘ decreased.” 

H. SanpERSON FURNISS 
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Labor Management. By Gorpon 8. Watkins, Ph.D. (Shaw 
Company : Chicago and New York. 1928. Pp. xvi + 726.) 


By labour management Professor Watkins means what may 
be described as the human side of industry. ‘The whole dis- 
cussion,” he writes, “necessarily centers around the human 
equation in the scheme of industrial administration.” He has 
a great deal to say about personnel procedure, personnel adminis- 
tration, and what he calls personnel science. This is something 
more than scientific management, and it is not identical with 
welfare work. Nevertheless, the book contains a good deal of 
information which is by no means new with regard to both 
scientific management and welfare work. However, the author 
lays no claim to originality, and in one place describes his book 
asa résumé. It has taken him ten years to write, and his ideas 
as to the scope of his subject seem to have grown as he pro- 
ceeded, for his interpretation of ‘‘ the science of human relations ” 
is so wide that it includes almost every conceivable relation of 
employers and employed. 

The book is divided into eight parts, but Part VI occupies over 
four hundred out of the seven hundred pages. This part, entitled 
** Problems and Methods of Maintenance ”’ (by which is meant the 
maintaining of supplies of labour by individual firms), includes 
a great variety of subjects: Labor Turnover; Absenteeism, 
Tardiness and Discipline; Creating Interest in the Job and the 
Enterprise; Transfer, Promotion and Discharge; Wage Systems 
and Financial Incentives ; The Worker’s Participation in Industrial 
Ownership; The Education and Training of Employees; Educa- 
tion and Training of Executives; The Plant Magazine; Safe- 
guarding the Worker’s Health; Industrial Accidents and their 
Prevention; Hours of Labor in Relation to Health and Output ; 
The Physical Environment of Work; Company Housing and 
Community Improvement; Regularizing Employment; Miscel- 
laneous Personnel Services. The treatment of these topics is 
almost entirely descriptive, and there are, of course, some interest- 
ing facts to be gleaned with regard to American industrial con- 
ditions. The author evidently possesses a wide knowledge of 
industrial problems, and a remarkable power of stating clearly 
and fairly the point of view of both employers and workmen. 
Part II, “‘ The Historical Background,” consists of a sketch too 
slight to be of much use to students unless they already have 
sufficient historical background to make it unnecessary. 

The book should be valuable to those who want a mass of 
information about American industry in one big volume into 
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which they can dig. Each chapter has a fairly adequate biblio- 


graphy, and there is a good index. 
H. SANDERSON FuRNISS 


Indian Economics. By G. B. Jatuar, M.A., I.E.S., and S. G. 
Beri, M.A. Vol. I, 1928, pp. xii + 497, Rs. 4.8; Vol. II, 
1929, pp. iv + 623, Rs. 5.4. - (Bombay: D. B. Taraporevala 
Sons & Co.) 


TEACHERS and students of Indian Universities will gladly 
welcome this publication as the best general treatise on its subject 
hitherto published. It has the advantage over its predecessors 
of being up-to-date; and, in view of the rapid changes in recent 
years of industrial conditions in India, and the more strenuous 
efforts recently made to inquire into and record the actual state 
of industrial life, this advantage is very great. The authors are 
also to be congratulated on the merits of their achievement. 
Their plan has been to discuss in a series the most outstanding 
economic problems, to set forth the pertinent facts as far as the 
information is available from authoritative sources, to summarise 
the arguments for the different views that have been advocated 
in relation to each problem, and finally to pronounce their own 
opinion. In doing this they have shown good judgment in the 
selection of topics, candour and impartiality, to an exceptional 
degree, in presenting the opinions of other thinkers, and much 
sound common-sense in their final verdicts. The subjects dealt 
with include agriculture, land tenure, irrigation, co-operation, 
rural industries, urban industries, the tariff, labour problems, 
transport, foreign and internal trade, currency, banking, public 
finance, and problems of unemployment; and, on each of these, 
the book provides a handy store of information. 

It is regrettable that the authors find themselves obliged to 
apologise, and with reason, for an excessive number of misprints. 
But all who have attempted proof correcting of copy set up by 
Indian compositors ignorant of English will sympathise with them. 

G. SLATER 


Bantu, Boer, and Briton : the Making of the South African Native 
Problem. By W. M. Maomityan. (London: Faber & 
Gwyer. 1929. Pp. xii + 328. 21s.) 

White Capital and Coloured Labour. By Lorp Otivrer. (London: 
The Hogarth Press. 1929. Pp. 348. 12s. 6d.) 


Tue delvers in the records of early South African history are 
not open to the charge of neglecting any available sources, and 
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one cannot but admire the public spirit which has prompted so 
much arduous effort in this field, and not less the continuous 
response of the reading public which, one may hope, has duly 
rewarded that effort. Professor Macmillan’s book is a valuable 
addition to the larger and more elaborate histories of writers like 
Cory and Theal, and to his own work, T'he Cape Colour Question 
(1927). He foliows again the track of that excellent and humane 
pioneer, the Rev. Dr. Philip of the London Missionary Society, 
of whose reputation and work the book may be regarded as a 
triumphant vindication. Generously he calls his hero “ the best 
South African of them all.” 

The narrative covers a period of some thirty years—roundly 
from 1820 to the middle of the century—during which the oppor- 
tunity of putting the native problem on a just and statesmanlike 
basis came repeatedly to the colonists and the home Government. 
Philip occupies a leading place in the canvas throughout, first as 
the trusted adviser, but later as the candid critic of Governor 
D’Urban, and also, through his Society, as prompter to the 
Colonial Office and the Exeter Hall group in London. Philip 
differed from the majority of those around him in believing that 
the native was really a human being, and as such possessed rights 
which his white neighbours would only disregard and override 
at their peril. Perhaps he was apt at times to idealise the native 
unduly. We find him writing, after one of his early journeys in 
Kafirland, ‘‘ The Caffres are not the savages we read about in 
books. They are intelligent and are not afraid of conversing with 
strangers; they are, moreover, well acquainted with their own 
history, and study mankind, if not books; at ten years old they 
are politicians! ’’ Such a generalisation would be an overstate- 
ment even to-day, but at least it was a safer line of approach to 
the native problem than the prevalent conception of natives as 
soulless niggers. To secure for them justice, education, and an 
ample assignment of land was the work of Philip’s life, and he 
stands out in these pages as a strong, brave man of unselfish 
character, of far-seeing mind, statesmanlike judgment, and of 
the highest ideals. He became specially prominent both at the 
Cape and, less publicly, in official and political circles in London, 
when early in the ’thirties European and Bantu came at last into 
collision, and the necessity of readjusting their relationships had 
to be faced by the Colonial Office. 

He was one of the few men who had grasped the fact—at which 
white South Africa persists in boggling even to-day, a hundred 
years later—that the crux of the problem was the land question. 
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Let the natives be guaranteed a sufficiency of land, and he was 
convinced that a just administration would find them peaceable, 
tractable, and contented. But the land—or all the best of it— 
was just what the colonists wanted for themselves, and were often 
but little scrupulous in acquiring. That was not the natives’ 
only grievance, however, for they suffered cruelly from the 
“commando” system. Under that system, if farm stock belong- 
ing to whites disappeared, native theft was taken for granted and, 
if the spoor could be followed to a kraal, prompt restitution, 
usually far in excess of the loss suffered, was enforced, though 
often it proved that the missing animals had not been taken away 
at all. 

An exasperating sense of wrong, for which they saw no remedy, 
drove the Bantu to the outbreak of 1834. The storm clouds had 
long been gathering, yet the dilatory, self-satisfied, and ineffectual 
governor, D’Urban, told his Government—and presumably 
believed—that it had come like a bolt from the~blue, and that 
neither traders nor missionaries had foreseen it. As the author 
says, “‘ The misinterpretation of events that preceded the war of 
December, 1834, may be attributed to the almost congenital 
blindness of many South Africans to the possibility that ‘ Kafirs ’ 
can have grievances, if misguided Europeans (i.e. missionaries) 
are not so foolish as to draw their attention to them.” 

Convinced that the Bantu suffered from a strong overdose of 
original sin—in a proclamation he called them “ irreclaimable 
savages ”»—D’Urban now followed a policy of outright extermina- 
tion. He instructed Colonel Hare (September, 1835) to “ Keep 
the country well scoured and shoot all Kafirs found in it,” while 
to another officer he wrote, ‘‘ Keep the district clear. You have 
still the right to shoot them; this is an absolute necessity.” His 
plan was to annex Kafirland, evict the disaffected natives, and 
settle whites on the disappropriated land; for, as he wrote, 
“large tracts ’”’ were to be “ left vacant for the occupation and 
speculations of Europeans.” Certainly the punishment meted 
to the Bantu did not err on the side of clemency. ‘‘ Our losses,” 
D’Urban reported to the Colonial Secretary, ‘‘ were under 1,000, 
theirs over 4,000 of their warriors. There have been taken from 
them also—besides the conquest and alienation of their country— 
about 60,000 head of cattle and almost all their goats; their 
habitations are everywhere destroyed and their gardens and 
cornfields laid waste. They have therefore been chastised—not 
extremely, perhaps, but sufficiently ” (sic). One wonders what 
“extremely would have meant. 
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One feature of his “‘ settlement ”’ was the creation of native 
*‘ locations ”’ in contiguity to European communities, an ominous 
innovation which, as the author writes, “‘in time converted the 
fair districts of Kaffraria into a chess-board of black and white 
areas, and the congested slums which disfigure the ‘ Cis-Kei ’ of 
to-day are the result.”” He might have said not only the Cis-Kei 
but the towns of South Africa pretty generally. 

Philip protested vigorously against D’Urban’s policy of 
evacuation and repression. He favoured the retention of the 
country—already called the “province of Queen Adelaide ”— 
convinced that it would be best for the natives, but he wanted 
these to be allowed to live and develop in their own way as much 
as possible. He had “ always thought it would be a good thing 
to take the Caffres as subjects under the British Government 
provided their country is secured to them; but the dispersion of 
English or Dutch settlers among them in present circumstances . 
is a scheme that cannot succeed.” 

D’Urban was making history too fast. The home Government 
was in no mood for adding to colonial liabilities in South Africa 
or anywhere else. In a devastating despatch of December 26, 
1835, after telling D’Urban that the Kafirs had “ ample justi- 
fication ”’ for disaffection, owing to their long-continued ill- 
treatment, Lord Glenelg repudiated the idea of annexation, 
“ right being on the side of the invaded,” and insisted on a policy 
of clemency. By proclamation of February, 1837, British 
sovereignty in Kafirland was formally renounced, and a little 
later the blundering Governor was recalled, greatly to the 
disgust of the white and particularly the Dutch population. 

In later chapters Professor Macmillan tells again the story of 
the Great Trek of 1834-7, and the resulting annexations to the 
British Crown, always keeping in view his leit-motif—the exposure 
of the mischievous notion that destiny had decreed that the 
natives should be for all time the chattels of the white races. Of 
the Trek he remarks that it “ accentuated and perpetuated the 
dispersal and the isolation of South African life which have made 
the backwardness of the Back Veld, and in colour policy meant 
in the end the substantial defeat of the enlightened liberalism that 
triumphed in the Cape in the emancipation of the Hottentots in 
1828 and of the slaves in 1833.” 

The narrative is carried on to the early ’fifties, when a fateful 
departure in British colonial policy was inaugurated. Leading 
statesmen at home had more and more wearied of the colonies 
as “‘ inordinately expensive ” (Earl Grey and Cobden) and “ dead 
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weights ’’ (Disraeli); the doctrine of “safety first’ had made 
its appearance; and even the normal fervour of Exeter Hall had 
been chilled by the prevailing spirit of utilitarianism and laissez- 
faire. The result was a policy here rightly described as one of 
“scuttle.” The home Government, while genuinely concerned 
that justice should be done to the natives, wanted that precious 
boon too cheaply, and it was not so to be had. Rather than pay 
the price it decided to ease itself of part of the ‘‘ white man’s 
burden.” ‘‘No more rights and for heaven’s sake no more 
responsibilities,” ran the slogan of the ‘‘ new course.”” Whatever 
the objective justifications for the change of front, the determining 
motives must be sought less in moral qualms than in expediency. 
Keeping still faithfully to his brief, the author says of the restora- 
tion of the Dutch republics; “‘ The ‘ abandonment ’ was in effect 
the cementing of a defensive alliance of British and Boers against 
thenatives. British recognition of the republics came thus as an 
act of friendship, making a season of harmonious co-operation 
between the two white peoples. But this act held all the seeds 
of the disputes that were yet to tear South Africa to fragments. 
. . . Thus established, the republics, while learning more and 
more to cherish their own independence, came little nearer 
recognising the sovereign virtue of broad human freedom.” 
Eighty years ago Dr. Philip predicted that the native policy 
pursued by the British Government in South Africa, which meant 
depriving the natives of land, and giving it to the Europeans, 
would ‘‘ end in the Caffres becoming a nation of degraded servants 
on their own soil.” Does the condition of the natives generally 
to-day belie this forecast ? 

In his final chapter Professor Macmillan summarises the con- 
clusions to which his researches have led him. Of these the 
reader may be left to judge the drift from what has been said 
already. This is a book not to be read merely as history, but to 
be ‘“‘ marked, learned, and inwardly digested” as moral and 
parable. The story here so vividly told is pregnant with signi- 
ficance for the present day, and for other parts of the African Con- 
tinent than the South. 

Although devoted to an identical theme, Lord Olivier’s book 
is of an altogether different type, being uncompromisingly con- 
troversial in tone, though he might be unwilling to admit it. 
The volume is a revision and an expansion—chiefly the latter— 
of opinions published over twenty years ago. All who have 
followed Lord Olivier’s attitude and utterances on the Kenya 
labour question must respect him as an earnest and sympathetic 
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advocate of native rights. On questions of native policy he 
also speaks with exceptional knowledge of actual conditions in 
various parts of the world. The fact that he approaches these 
questions from the standpoint of Socialistic theory may explain 
a tendency to dogmatic statement; yet when the pontifical 
robes are laid aside, and he speaks as an ordinary non-inspired 
mortal, he is usually convincing enough. Certainly he wields 
a vigorous as well as facile pen, but it is a pity that it should be 
dipped so often in the gall of animus and cynicism. 

Although Lord Olivier extends his survey over a very wide 
field, the greater part of the book deals with African aspects of 
the native problem, and naturally Kenya is kept well in the 
foreground. The reputation of Great Britain has not yet re- 
covered from the shock administered to it by the revelation that, 
though the British Government had appropriated Germany’s 
colonies on the plea that serfdom—veiled by the euphemistic 
phrase ‘‘ labour requisitions ”—had been practised therein, and 
though in Tanganyika it was engaged in all sorts of costly window- 
dressing experiments, designed to persuade the world that true 
freedom flourishes only or best under the British flag, forced labour 
in the worst form was not merely being tolerated but approved 
by British colonial administrators. The consequence is that it is 
to-day difficult for British humanitarians to open their mouths 
in condemnation of the wrongs and injustices committed by other 
nations in their colonial territories; for at once the rejoinder 
comes pat—keep your moralising for home consumption. That 
is not to say that this country has a specially bad record, the fact 
being that even if our Government cannot be said, in a phrase 
used by Bismarck in much the same connection, to wear an 
altogether ‘“‘ white waistcoat,” the waistcoats of France and 
Portugal are far more liberally besmirched. Nevertheless, two 
blacks never yet made one white, and in indicting the native 
policy associated with Kenya Lord Olivier is on strong grounds, 
and supported as he is by a large mass of unimpeachable evidence, 
he makes out a damning case. Chapters 19 and 20, indeed, in 
which the pros and cons (chiefly the cons) of the forced labour 
system are considered, are amongst the most arresting in the 
volume. 

As a contribution to public information and practical con- 
troversy the chapter (25) on “The Doctrine of Trusteeship,” 
as preached at Geneva but practised genuinely and effectively 
nowhere, is also very timely. If anyone supposes that the 
enchanting doctrines of “trusteeship ” and ‘“ a mission of civilisa- 


\- 
= 


1929] MACMILLAN : BANTU, BOER, AND BRITON 451 


tion” are going to ‘work of themselves,’’ so to speak, he will 
be disillusioned after reading this chapter. Lord Olivier tears 
into tatters the conception of colonial territories as “‘ estates ” 
which Europeans are entitled to develop and exploit in the interest 
of their countries’ commerce and industry, and with Kenya and 
South Africa in mind as object lessons, he contends that “‘ unless 
and until the programme of dévelopment, whether public or by 
private planting and enterprise is considered and regulated from 
the point of view of the direct interests of the natives and not 
from the point of view of developing the European Imperial 
“estate,”’ with merely the excuse of the pretext that indirectly 
and in the long run the native will benefit, the whole claim of 
European Powers to be acting as trustees for the natives and the 
claim of our own Colonial Office to be administering in the interests 
of natives is conspicuously hypocritical.” 

Incidentally the author treats with the contempt it deserves 
the common caricature of the native as a lazy cumberér of the 
ground except when goaded into effort by poll taxes or coerced, 
of course for his good, by benign labour ordinances. He quotes 
a South African representative of “‘ commercial imperialism ”’ as 
saying, ‘‘ A good sound system of compulsory labour would do 
more to raise the nigger in five years than all the millions that 
have been sunk in missionary efforts for the last fifty.” This 
“born tired” theory of the native labourer has to be squared 
with the fact that without the exertions of this pitiable drudge of 
white society the industrial and economic life of tropical and semi- 
tropical Africa would be paralysed. 

‘The truth is that in this matter the native has much in common 
with his white brother. He rebels—as far as he can or dare— 
against compulsion, but what wonder? In the abstract probably 
most of us have something more than a sneaking sympathy with 
the native dislike of coercive effort. For it is not the effort that 
repels us, but the coercion; and human nature is pretty much 
the same all the world over. 

What specially annoys Lord Olivier, however, is the idea of 
natives being forced to labour in order that they may pay taxes ; 
but here he seems to take too tragic a view of what is admittedly 
a source of abuse and grievance. Probably most people will 
agree that direct compulsory labour, even as an incentive to 
tax-paying, is objectionable ; since it is notorious that compulsory 
tax-paying itself is apt to be deemed irksome without that cir- 
cuitous stimulus. But doctrinaire argumentation of this kind does 
not carry us far in practical life. Whether we like or dislike, 
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his Majesty’s Government has to be carried on, and the citizen 
who accepts the State is bound, grumble as he may, to accept 
all its consequences, of which one is the tax-collector. 

And if, as many Socialist humanitarians wish, native popula- 
tions were to be left to their primitive selves, to follow their own 
traditions and bent, and it were to occur to their paramount chiefs 
to enforce the hateful principle of obligatory labour in worse 
forms, what would happen? Would the civilised Governments 
of adjoining territories, disturbed by the resulting disquiet and 
incursion of unwelcome refugees across their frontiers, have a 
right to interfere, and if so, why? Inasmuch as the work of 
civilising native territories costs money, it is reasonable that the 
natives should bear a strictly tolerable share of the expense, 
either in labour or coin, and if pressure has to be applied at all 
it is surely better that it should be applied judiciously and with 
the least practicable degree of hardship, by public authority that 
can be brought to book, rather than arbitrarily by native dictators 
of uncertain intelligence and temper. The coercion of native 
labourers in the interest of private profit must be differently 
judged, and one can agree generally with most of what Lord 
Olivier says on that subject. 

Lord Olivier himself does not appear to condemn all com- 
pulsory labour out of hand, or he would not so far compromise 
as to talk of the necessity of putting ‘some restriction upon 
the degree and pace of development ”’ of the country or territory 
needing the stimulus of this admittedly undesirable expedient, 
a stipulation which is palpably just. Is it not possible, however, 
to apply a form of quasi-compulsion free from the present 
objections? Let me carry further the analogy already suggested. 
Civilised man, living in organised political communities, accepts 
and obeys more or less readily the rules and restraints which 
are collectively enacted for the harmonious ordering of the common 
life. He works, as has been said, not always or perhaps very 
often for the reason that he loves work of the kind he has to do, 
but because work cannot be evaded—in effect, if not in theory, it 
is compulsory. He also pays taxes directly or indirectly—again 
not always cheerfully, but because so to do is an implicit condition 
of the political partnership, and to default would not be playing 
the game. Let the native be brought into a similar “ social 
contract ” as a free man; then, while the necessity of working 
and paying taxes will remain all the same, the irksomeness will be 
lessened, and the odium disappear, whether the political system be 
that of a modified capitalism or of a Socialism purged of its grosser 
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crudities. Where white and black communities live side by 
side, and a common citizenship is recognised as for the present 
either impracticable or inexpedient, it should not be beyond the 
capacity of statesmanship to devise a dual system of government, 
each community having its separate legislative body, with the 
appropriate powers and functions, and such reciprocal safeguards 
as circumstances show to be necessary. Several years ago, 
before General Hertzog had launched his political and agrarian 
proposals, in writing on the native problem as I had studied it in 
the South African Union (South Africa: People, Places, and 
Problems), I suggested this method of approach to the difficult 
question of segregation, and I am still convinced that a hope, at 
least, of racial accommodation might be found on some such lines. 

These remarks may justify a final criticism of what in my view 
is most amiss with Lord Olivier’s book, thoughtful and thought- 
provoking though it is. I refer to its far too negative character. 
His fundamental contention is that the natives shall not be hustled 
too quickly and too roughly into what we call “ civilisation,” 
and that their civilisation shall be of the right kind, and suited to 
their traditions and needs. That view all right-minded people 
must share. One could have wished, however, that he had dealt 
more frankly and fully with the practical questions which it raises ; 
but it is just on the constructive side that he falls short. It is 
easy to tell people that the way they are going is wrong; it is 
far more helpful to put them on the right track. This positive 
assistance Lord Olivier too often withholds. Excelling in criticism 
as few writers on his subject do, as a constructive thinker and a 
practical guide he fails to do full justice to his wide knowledge 
and his outstanding abilities. None the less, his book is one 


that cannot be neglected. 
W. H. Dawson 


L’euvre économique de Jean-Baptiste Say. By Ernest TEILHac. 
(Paris: Librairie Félix Alean. 1927. Pp. 392.) 


JEAN-BAPTISTE Say, it must be acknowledged, has for the 
present generation tended to move into the background; in a 
foot-note he receives credit for his work of “ vulgarisation ’’ of 
Adam Smith, and it is remembered that once (and perhaps still) 
he was known as the author of a “ théorie des débouchés,”’ 
which was regarded as a cardinal addition to enonomic theory. 
Yet it would be foolish to deny the very great influence which 
Say exercised; perhaps more than anyone (taking the world as 


a whole) he taught the early nineteenth century its political 
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economy, and particularly in America his treatise approached 
as near to a best-seller as a text-book on Political Economy is 
ever likely to do. It would be perhaps a question of literature 
to consider how far the triumph of Say was ultimately due to 
his clarity, his orderliness and his limpidity of style. The 
common judgment may be right, that Say had not much to give 
apart from what he received from others; but even those who 
hold this view should add that in the task of exposition he was 
assuredly in the first rank. 

M. Teilhac has undertaken a pious work of resuscitation (in 
which patriotic motives play a certain part); for what he has 
essayed is no less than a survey of the history of Political Economy 
with Jean-Baptiste Say in the place of honour. Probably a 
re-perusal of Say would lead many to the conclusion that Say 
deserves a higher place than that to which he has been relegated. 
Nevertheless, the various theories which are more specifically 
associated with his name are at the most minor modifications or 
variations in emphasis. This is perhaps especially so in the case 
of the Loi des Débouchés, which for long was regarded as Say’s 
passport into the company of the immortals. The precise nature 
of this theory may be recalled by three sentences in Say’s own 
words. We ought not to say (observes Say): ‘‘ La vente ne va 
pas, parce que l’argent est rare, mais parce que les autres produits 
le sont.” Again: “il se trouve toujours qu’on a payé des 
produits avec des produits.” Lastly: “on voit donc que le 
fait seul de la formation d’un produit ouvre, dés l’instant méme, 
un débouché a d’autres produits.” But the essence of all this 
can be found, for instance, in Quesnay’s Dialogue du Commerce, 
where he says categorically, “‘ que tout achat est vente, et que 
toute vente est achat’; that the mercantilist doctrine of selling 
more than is bought merely aims at a ‘‘ commerce commencé.” 
Nor are the conclusions drawn by Say from the Loi des Débouchés 
(as, for instance, that each is interested in the prosperity of all) 
different from those to be found in Smith or Quesnay. Say’s 
conclusion, that ‘‘on ne gagne rien avec des peuples qui n’ont 
rien & vous donner,”’ is but an echo not only of a familiar passage 
in Smith but also of Quesnay’s dictum: “si ceux avec qui nous 
commercons n’étaient pas riches, nous ferions un pauvre com- 
merce.” 

If a later generation refuses to be greatly impressed by the 
théorie des débouchés, more credit may be allowed to Say for his 
work of systematisation and arrangement of the accepted body 
of doctrine. Moreover, in his rather curious analysis of the 
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threefold operations common in all industry—the work of le 
savant, Ventrepreneur, and l’ouvrier—Say pushes the entrepreneur 
into a position of new importance. To be the father of the 
entrepreneur, and such Say may claim to be, is no inconsiderable 
honour. 

M. Teilhac approaches his work with certain high qualifica- 
tions. He is erudite, and there is little in the development of 
economic doctrine in the last 150 years that has escaped him. 
More especially, as he has shown in another work, he has an 
unusual knowledge of American economic literature. The present 
study falls into two parts, the first of which is devoted to Say’s 
life and an analysis of his work, in the main viewed from the 
angle of the Loi des Débouchés. The second part, which in bulk 
amounts to half the book, is concerned with “les origines et 
influence,” and since, for M. Teilhac, Say is more or less the 
central figure in Political Economy, this comprehensive sub-title 
enables him to wander from the beginnings of déctrine*down to 
Aftalion and Veblen and others of yesterday and to-day. It is 
indeed surprising to observe how finely-meshed is the net which 
M. Teilhac draws through the sea of economic literature. 

Yet though there is much that is of value and much that is 
of interest in M. Teilhac’s discussion, his is scarcely a book that 
can be read with pleasure. He is singularly lacking in the 
qualities which distinguish his hero. The French virtues of 
orderliness, clearness and simplicity are not here exemplified. 
Even of Say’s doctrine there is nowhere a clear statement which 
could be comprehended by the ordinary man; if such a one 
desires to understand Say, let him read Say rather than this 
exposition of Say. M. Teilhac is too anxious to fumble in the 
philosophic depths, to lay hold on intangible relationships, and 
the result is an orgy of nebulous words which doubtless have a 
meaning to those accustomed to use them, but which leave all 
others speechless and uncomprehending. Let us, as the Scots 
lawyers say, expiscate two examples at random. Here is the 
relationship of Say to the Physiocrats : 


*L’ceuvre de J.-B. Say fut, d’une part, de réduire leur 
naturalisme social au seul naturalisme économique, c’est-a- 
dire leur individualisme fin au seul individualisme moyen, 
leur rationalisme au seul naturalisme, mais d’autre part de 
doubler le libéralisme économique du libéralisme politique, 
d’unir l’économie libérale et la politique démocratique ” 
(p. 194). 
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And here is a sentence bearing on our own Malthus : 


“En d’autres termes, non seulement Malthus adopte ce 
naturalisme économique qui n’atteint l’individualisme-fin 
que par l’individualisme-moyen, mais, dans la mesure pessi- 
miste de ce naturalisme utilitaire, dans la mesure ou l’indi- 
vidualisme-moyen ne réalise qu’imparfaitement l’individual- 
isme-fin, il essaie, par un prodigieux renversement, de faire 
bel et bien de celui-ci le moyen de celui-la.” 


These are scarcely the terms in which most of us would sum up 
Malthus, if left to ourselves. Rather are we tempted to exclaim 
with Pantagruel: What devilish language is this ! 
ALEXANDER GRAY 
Marischal College, 
Aberdeen. 


Capital and Finance in the Age of the Renaissance. By RicHaRD 
EHRENBERG. (London: Jonathan Cape. 1928. Pp. 390. 
21s.) 


THE original (1896) edition of Ehrenberg’s Zeitalter der Fugger 
was fully reviewed in the Economic JouRNAL of 1898 (Vol. VIII. 


“cc 


pp. 100-102). The work was there acclaimed as “one of the 
most valuable recent contributions to economic history .. . 
entirely based on hitherto unexplored, or at least little explored, 
sources of contemporary documentary evidence.”’ This favour- 
able verdict has been confirmed by all later economic historians, 
and the need for an English version has long been felt. The 
Fuggers were the most powerful financial family of the earlier 
sixteenth century, and a full analysis of their activities in com- 
merce, industry and politics might almost serve as an introduction 
to the general economic history of the period. Dr. Ehrenberg 
did not, however, confine his investigations to the business of 
the Fuggers. He studied also (though necessarily in less detail) 
the activities of all their rivals, whether Germans or Italians, 
Spaniards or Netherlanders. In his second volume he traced 
the growth and organisation of such international money markets 
as Antwerp and Lyons during the sixteenth century. He dealt 
also at considerable length with those international financial 
crises which made the later sixteenth century a critical period in 
the economic history of England and of all other European 
countries. In the concluding section of his work Dr. Ehrenberg 
described briefly the development of public debts during the 
succeeding two centuries, and traced the rise of modern stock 
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exchanges in various great European cities. This was the least 
authoritative part of his work and was, perhaps, not intended to 
be more than an epilogue. But this epilogue will have served a 
useful purpose if it helps the English reader to see the Bank of 
England and the South Sea Company in their proper relationship 
to contemporary financial developments on the Continent. 

The present translation is not by any means a complete 
edition. From the preface and the translator’s note it might be 
assumed that the portions omitted were inconsiderable; actually 
they amount to more than a quarter of the whole work. The 
serious student will be glad that the references mentioned in 
Dr. Ehrenberg’s notes have been retained; but the notes have 
not been translated in full, and even the references themselves 
have not all survived. Some minor mistakes in the original 
version might have been corrected if the author’s own list of 
errata had been consulted. Thus on p. 246 (line 9) commidad 
should be comunidad ; and on p. 142 (line 13) the word.“ other ” 
should be omitted, as it obscures the meaning. In a book of 
this kind it would be a miracle if misprints were absent. Two 
transposed letters and an omitted comma on p. 15 make the 
translator invent a race of “‘ Geonese Spaniards ’’; while on p. 17 
(line 8) ‘‘ Carolus” has become ‘ Cayolus.” Apart from these 
and other lapses in proof-reading, the translation seems to be 
admirably competent. Taking the edition as a whole, the pub- 
lishers are justified in claiming that it provides the reader with 
“‘a fuller study than is elsewhere available in English of the 
financial developments which were the prelude to the industrial 
expansion of the seventeenth and eighteenth centuries.” 

A. REDFORD 
University of Manchester. 


Le Corporazioni dell’ Antica Firenze. By Giusio Ganpi. (Confed. 
Naz. Fascista dei Commercianti. 1928-Anno vii. Pp. 
viii + 270. 12 lire.) 

Now that the Corporative State has been established in Italy, 
the Fascist régime is inspiring scholars to reveal its intimate 
connection with Italy’s historic past and compare it with alien 
alternatives, such as Liberalism and Socialism. Hence the 
revival of interest in those spacious times when Italy was the 
economic schoolmaster of Western Europe. Hence the increased 
attention devoted to the medieval gild—the numerous articles 
in the monthly reviews and the recent exhibition of gild docu- 
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ments at the Sforza Palace, Milan. Hence this book, the objects 
of which are to popularise the corporative regulation of economic 
activity and make the average Italian realise the organisation and 
functions of the medieval gilds. It is dedicated to the Minister 
of Corporations—Mussolini. It is published by the Confederazione 
Naz. Fascista dei Commercianti—the Confederazione has itself 
adopted the eagle of the old Calimala gild as its crest. 

Signor Gandi has done his work well. He has succeeded in 
presenting a vivid and attractive account of economic life and 
its relation to the religious and artistic activities of medieval 
Florence. Judicious selection from the statutes of the various 
gilds brings before the reader their manifold efforts—amazingly 
minute in detail—to restrict the economic egotism of their 
members. There is, however, no mention of the weaknesses 
inherent in the medieval economic system. Signor Gandi makes 
no original contribution to knowledge, but his pages reveal a 
close acquaintance with the work of Peruzzi and Davidsohn 
and such recent monographs as those of Sapori and Ciasca. For 
those who are unable to obtain access to Edgcumbe Staley’s 
Gilds of Florence, Signor Gandi’s book would be worth buying 
for the sketches and photographs alone—many of them repro- 
ducing buildings and streets of Florence, now destroyed. 

J. LEMBERGER 
Queen’s University, Belfast. 


NOTES AND MEMORANDA 


Tue Unitep STATES BALANCE OF PAyMENTs ! 


To a worker in the field of economics one of the thoughts 
that sweetens the passage of the years is that day by day the 
world is becoming more fully equipped with accumulating and 
improving records. To this result the United States Department 
of Commerce makes regular and voluminous contributions, not 
the least instructive of which is comprised in its estimates of the 
innumerable groups of items entering into the sum-total of 
America’s transactions, on public and private account, with 
other countries. The estimates for 1928 have now been published, 
and their presentation reveals once again an admirable readiness 
to abandon old methods in favour of better, sparing no pains to 
render the results as accurate as possible and as technically sound 
as circumstances will permit. With the best will in the world, 
however, with almost unlimited personal and financial resources, 
and with the wealth of data available—far exceeding that in any 
other country—the estimates remain nothing more than estimates, 
and in some instances little more than guesses. Consequently, 
while America’s balance of payments is on record in greater detail 
and in a higher degree of accuracy than for any other country, it 
must not be supposed that perfection has yet been reached. 
Perfection, true, must be regarded as a relative term, and the 
American estimates come very near that definition if account 
be taken of the natural limitations still existing. 

The table on p. 461 shows the principal items entering 
into the American balance of payments in the past two calendar 
years. They have been divided into four groups, two of which 
are clearly allied, one quite distinct from these two, and one a 
marginal group. The figures relating to movements of goods, 
together with the so-called ‘“ invisible” items, grouped under 
the heading “‘ Other Current Items,” make up the current account, 
which comprises a record of incomings and outgoings. The 
credit surplus on this account represents an accretion to the 
country’s net claims upon other parts of the world, while the 
direct estimates of changes in the amounts of these claims and 
of their off-setting debts are shown under “‘ Capital Movements.” 


1 Reprinted by pean of the Midland Bank from their Monthly Review, 
July-August, 1929. 
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This grouping is adopted upon just the same principle as should 
govern an individual’s personal accounts, for these too, as is 
generally recognised, should show the direct relationship between 
purely current income and expenditure, in order that a residual 
balance may be arrived at which represents an addition to or 
subtraction from the individual’s material capital. As distinct 
from these clearly distinguishable groups of items, gold transac- 
tions, which are also separately shown in the table, are of a mixed 
character. They enter into the current account in the sense that 
gold movements sometimes take place because of a malad- 
justment between claims currently falling due against a country, 
and immediate claims of that country against the rest of the 
world. On the other hand, gold transactions are capital move- 
ments in the sense that gold itself is real capital, from the 
possessor’s point of view, and in the sense that some gold trans- 
actions represent purely the exchange of one form of capital for 
another. This is so, for example, when bank balances owned in 
one country by the central bank of another are converted into 
gold, whether the gold is left in the foreign centre or actually 
shipped to the country of its owner. 


THE “ BALANCE OF TRADE” AND GOLD 


The various items in the accounts are well worth careful 
study, though little will be said regarding them at this point. 
They show the extraordinary complexity of interaction between 
the different items in the account, and the amazing resiliency of 
a country’s balance of payments. This fact is well illustrated by 
consideration of a very old theory, commonly set forth in books 
of economic instruction written either before the present stage 
of understanding was reached, or without realisation that such a 
stage had in fact been attained. We were told in the days of 
primitive simplicity that if a country’s “ balance of trade”’ moved 
adversely, gold would be exported to meet the excess claims 
falling due. If, that is, a country increased its imports unduly, 
in relation to its exports, or if it sold fewer goods to foreigners, 
without reducing its purchases from them, then it would have to 
ship gold abroad. The converse was also laid down, with equal 
regard for simplicity in mechanics. It is doubtful whether this 
theory was ever so true as was stated or implied, but of one thing 
we may be assured—that it is certainly not true to-day. Gold, 
indeed, seems to move about for a hundred-and-one reasons but 
these! Let us take an example from the table. In 1928 the 
United States had a commodity export surplus about $250 
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United States Balance of Payments, 1927 and 1928 
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(Millions of dollars) 
Dr. Cr. 
ComMMODITY TRADE 
1927. 1928. 1927. 1928. 
Merchandise imports . 4,184 4,091 Merchandise exports 4,865 5,129 
Purchases of coal and oil Sales of coal and oil bunkers. 60 50 
bunkers abroad ‘ ‘ 29 25 _Exports of silver . 76 87 
Imports of silver . 55 68 | “Miscellaneous items and ad- 
ee items and ad- justments for bad debts, 
justments for smuggled etc. 90 68 
goods, bad debts, etc. # 240 313 
4,508 4,497 5,091 5,334 
OTHER CURRENT ITEMS 
Peete paid to foreigners on Freights received on exports . 140 143 
imports 206 227 Insurance receipts 80 80 
inaulenee payments abroad | 70 70 Expenditures of foreign 
Expenditure abroad of travel- visitors in U.S. 163 168 
bee d: from U.S. 696 782 Amounts brought in by im- 
ants’ “remittances migrants 35 28 
241 217 Receipts from long-term in- 
Payments on foreign’ long- vestments abroa: 743 817 
term investments in U.S. . 203 252 Receipts from short-term in- 
Payments on foreign short- vestments abroad 57 65 
term investments in U.S. . 78 107 Government receipts on ac: 
count of war debts . 206 =210 
Government payments Other Government receipts . 57 53 
abroad, etc. . 86 110 
Charitable and missionary Cinema 75 70 
contributions abroad 49 52 Other ite 133 135 
a pa — on foreign 
cinema fi : 4 6 
Other items 51 53 
1,684 1,876 1,689 1,769 
GoLD MOVEMENTS 
Imports. 207 169 Exports 201 561 
Releases from earmarked ac- Earmarkings on ‘foreign ac- 
count: 23 188 count . x 183 68 
230 357 384 629 
CAPITAL MOVEMENTS 
New U.S. investments abroad 1,606 2,070 New foreign investments in 
of U.S. securities S. 889 1,704 
held abroad 661 1,153 Sales of foreign securities, etc. 
Redemption and sinking- fund held in U.S. 449 492 
payments 70 70 Redemption and sinking fund 
Decrease in foreign-owned receipts . 304 361 
bank balances, etc. . 226 
2,337 3,519 1,642 2,557 
Balance due to errors and 
omissions . 47 40 
8,806 10,289 8,806 10,289 


million larger than in 1927. But were foreigners compelled to 
On the contrary, whereas in. 
1927 the United States actually sold about $150 million of gold 
to other countries, in 1928 she sold even more, about $270 million. 

A later defence of the theory was grounded on the statement 
that commodities were not the only things to be taken into 
account in estimating the “balance of trade” 


ship more gold to the country ? 


there were. 
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“invisible ’’ imports and exports—those mysterious transactions 
which the ordinary man thought were extracted from Alice in 
Wonderland, since what seemed to him clearly an export was 
often called by economists an “ invisible” import. However, 
even when this idea was clearly grasped the facts unkindly 
refused to fit the theory. Let us consult the table again. On all 
current accounts, including invisible items but excluding gold, 
in 1928 the United States attained an export surplus of well over 
$700 million, as compared with one of less than $600 million in 
1927. Surely here was a situation in which foreign countries 
simply could not help sending gold! But, as we know, the 
movement of gold was in precisely the opposite direction. The 
fact is that international capital transactions and short-term 
borrowings are by far the most immediately potent factors in the 
movement of gold. 

The reason for the refutation of the old and simple theory is 
to be found in the transactions on capital account, and it becomes 
more and more clear that gold moves, not as the result of any one 
group of items in the balance of payments, but as a consequence 
of a concatenation of all sorts of different facts, varying widely 
in their character and origin, and having infinite reactions and 
interactions. The same applies, not merely to the gold item, but 
to all the others except those representing the fulfilment of an 
unvarying collection of long-term contracts, such as receipts on 
account of war debts. No single item or group of items can be 
regarded as either wholly causal or wholly resultant, nor are the 
most important proximate influences in determining their size 
to be found in the size of other items in the account. Factors 
of prices, exchange movements, and accidents of business, politics 
and act of God are probably far more important in affecting the 
size of the different items than movements in other individual 
items. The relationships between all the different kinds of 
transactions constitute a field of study which is as yet almost 
unexplored, and the Department of Commerce is to be congratu- 
lated on its constant references to the obscurity which surrounds 
it and the complexity to be found within it. 

One of the most useful innovations in the latest bulletin is the 
publication of a table of revised and comparable figures covering 
the entire period 1922-28. These figures have been summarised 
in the statement on p. 463, in which movements of gold and 
of paper currency have been entered in the current account in 
order to bring out clearly the changes in the capital position 
of the country, as arrived at by the residual method. The 
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changes as computed by direct estimates are shown in the capital 
account, the differences between the results on the residual and 
the direct systems being attributable to errors and omissions. 


Summary of United States Balance of Payments, 1922-28 
(Millions of dollars) 


1922. | 1923. | 1924. | 1925. | 1926. | 1927. 1928. 


Import (—) or export + surplus 


Commodity trade F . - | +589 | +206 | +882 | +633 | +278 | +583 | + 837 
“ Invisible ” items . | +. 2] — 80} —120} — 73} + 5] — 107 
Gold, and paper currency - | —194 | —245 | —236 | + 72] — 72 | +154] + 272 
Net increase or decrease in nome 
due from abroad . P +250 | — 37 | +566 | +585 | +133 | +742 | +1,002 
Changes on capital account :— 
Net long-term lending to (—) or 
borrowing from —685 | + 80 | —733 | —560 | —540 | —695 | — 736 
Net short-term +3875 | + 3] +216] — 61 | +359 — 226 
Total e ° e . | —310 | + 83 | —517 | —621 | —181 | —695 | — 962 


Discrepancy, due to errors and omis- 
sions . .| + 60) + 4] — 49 | + 36) + 48) — 47| — 40 


1 Paper currency is included in the figures for the first four years only. 


It will be noticed that no very regular trend is observable in 
the residual figures. In 1922 the United States lent a substantial 
amount abroad; in 1923 there was no surplus available for this 
purpose; in 1924 and 1925 large net amounts were invested 
outside the country; in 1926 a relatively small sum; in 1927 a 
much larger amount again; and in 1928 a still bigger sum, 
surpassing even that achieved on Great Britain’s balance of 
payments, which amount was itself, at £150 million, the largest 
since 1923. The figures for 1928 must therefore be written 
down as pre-eminently acceptable to Americans, in that they 
gave full scope for the employment of the phrase “ all-time 
record ”’ and its numerous and not always musical synonyms. 

The unprecedented increase in 1928 in America’s claims on 
other countries was disproportionately divided, as the table 
shows, between long-term and short-term lendings. Three- 
quarters of the surplus available from current account operations 
was used to strengthen America’s long-term capital position, and 
one-quarter to strengthen her short-term relationships. On 
long-term account the United States, already a creditor, invested 
large net sums abroad, while on short-term account America the 
debtor reduced her outstanding indebtedness to other countries 
by a substantial amount. Thus we find that United States 
long-term investments abroad at the end of 1927 were estimated 
at between $11,500 and $13,500 million, while the total for a year 
later was set between $12,555 and $14,555 million. These 
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figures exclude any capitalised amount in respect of war debts. 
As against these totals, it was computed that foreign long-term 
investments in the United States at the end of 1927 amounted to 
about $3,700 million, and this figure is apparently accepted as 
true also of a year later. At the end of 1928, then, the United 
States was a creditor country in respect of long-term claims to a 
net total of, let us say, very roughly, $10,000 million. By contrast 
with this strong creditor position, America was estimated on 
short-term account to be in debt to the rest of the world, at the 
end of 1927 to a net amount of $1,864 million, while the figure 
for a year later was $1,638 million. Consequently, on long- and 
short-term accounts together the United States was a creditor 
to the extent of about $8,500 million. The addition of the 
present value, on a 5 per cent. basis, of the war debts to the United 
States Government would raise the total to about $14,000 million. 
These figures, by reason of difficulties in estimating the individual 
items, and the effect of cumulative margins of error, must be 
regarded as distinctly tentative, but it is encouraging to note 
that the Department is obtaining more detailed particulars 
which may materially increase the reliability of the resulting 
estimates. 


AMERICA’S SHORT-TERM INDEBTEDNESS 


The figures which show perhaps the greatest initiative in their 
compilation, but at the same time yield the most questionable 
results, are those relating to the growth or decline of foreign- 
owned short-term funds in America and American short-term 
funds in other countries. These items are by their nature ex- 
tremely elusive, and the statistics are obtained as a result of 
annual questionnaires addressed to numerous banking and 
other financial institutions. The outstanding short-term debts 
between the United States and other countries at the end of the 
past two years, as compiled by the Department, are summarised 
in the table on p. 465. 

It might have been supposed, in view of popular notions 
regarding New York stock and money market conditions and the 
fluctuations in the sterling exchange, that during last year 
foreigners would have increased their holdings of short-term funds 
in the United States, and that America’s net indebtedness on 
short-term account would have risen. If the figures in the table 
are accepted, however, neither of these developments has 
occurred. The Department of Commerce bulletin contains an 
explanation of this superficial anomaly, pointing out that, 
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(Millions of dollars) 
December 31 
1927. 1928. 
Debts to United States : 
American deposits abroad. 233 198 
Short-term loans to foreigners é 970 1,121 
American funds in foreign money market : 33 28 
1,236 1,347 
Debts from United States 
Foreign deposits in United States . F ‘ 1,938 1,751 
Short-term borrowings from foreigners. : 197 275 
— funds in American money market : 
ank acceptances . 2 406 570 
», Treasury certificates 445 174 
», brokers’ loans 101 207 
», other forms . 3 ? 13 8 
3,100 2,985 
Net United States’ indebtedness 1,864 1,638 


although American money rates rose, so also did European; 
that, in addition, foreigners bought vastly increased amounts of 
American goods, so that the export surplus was increased and 
foreign funds already in America had to be drawn upon to meet 
the payments involved; and that, finally, American long-term 
loans abroad were severely restricted in the second half of the 
year. These considerations show how extremely mobile are 
short-term funds, and how easy it is to fall into errors of fact 
when speaking of “‘ inflows ” and “ outflows ” of funds from one 
country to another. Applying and adapting the arguments 
already outlined to the position in the first half of the present 
year, it would seem highly doubtful whether the recent weakness 
of sterling in terms of dollars has been due, to any large extent, 
to private investment by non-Americans of short-term funds in 
New York. Much more probably is it to be related with the far 
lower level of foreign long-term security issues in the United 
States and the consequent failure to balance on other accounts. 
Thus, according to the latest statistics of the New York Com- 
mercial and Financial Chronicle, the par value of foreign issues in 
New York in the first five months of 1929 was less than $400 
million, as compared with well over $700 million in the corre- 
sponding part of 1928. 

The figures of debts due to America are less striking than 
those in the lower half of the table. First of all, it will be seen 
that on both dates foreign-owned deposits in American banks 
accounted for nearly two-thirds of the total amount due to 
foreigners. This is an unexpectedly large proportion, but it has 
to be remembered that a considerable part of the funds would 


i 
EPT, 
ebts. 
berm 
d to 
d as 
‘ited 
toa 
rast 
on 
the 
yure 
and 
itor 
the 
ited 
ion. 
be 
ote 
lars 
eir 
ble | 
rm 
| 
of 
nd 
he 
ed 
ns | 
he 
ar 
1s 
mn. 
le 
1s 
n 
b, 


466 THE ECONOMIC JOURNAL [SEPT, 


be standing to the credit of foreign central banks as a constituent 
of their cash reserves against notes and other demand liabilities. 

The next largest item in the 1928 return consists of foreign 
holdings of American bank acceptances. The figure of $570 
million for December 31 last is surprisingly high, seeing that the 
total acceptances of American banks, as returned by the American 
Acceptance Council, on the same date was $1,284 million. Roughly 
speaking, then, foreigners appear to have been holding about one- 
half of the total bank acceptances available. In addition, how- 
ever, it must be remembered that paper of this kind forms one 
of the media for the exercise of Federal Reserve open market 
policy. On January 2 last the twelve Federal Reserve Banks 
held altogether $484 million of bills bought in the open market. 
It will be seen, therefore, on what a narrow margin of supply 
the New York bill market works, and in the light of these facts 
it is easy to appreciate the eagerness of the American monetary 
authorities to develop the bill market by encouraging the use of 
paper of this kind. 

The figures of foreign holdings of Treasury certificates show 
a heavy decline over the year. Certificates of indebtedness are 
short-term securities bearing a fixed rate of interest, thus differing 
in important respects from British Treasury bills, and are freely 
dealt in on the New York money market at variable prices. The 
decline in the foreign holdings has to be attributed, not to any loss 
of attractiveness relatively to other investments, but to a quite 
distinct and fortuitous influence. Last year it was decided to 
grant to foreign central banks exemption from liability to tax 
on the income received from investments in bank acceptances, 
this exemption already applying to holdings of certificates of 
indebtedness. Thus one of the principal elements of superiority 
in certificates was removed. 

These remarks give some indication of the degree of importance 
to be attached to the decision, recently taken in the United 
States, to supplement the certificate system by the use of securities 
similar to British Treasury bills. Should the powers recently 
granted to the United States Treasury be used to any large 
extent, then some of the foreign-owned funds in New York 
might be utilised in the purchase of these securities. This 
would ease the pressure on the acceptance market and provide 
an additional type of paper, of gilt-edged character and possess- 
ing the quality of non-depreciability, for generel use in the 
investment of short-term funds. It is possible that the scheme 
may have been put forward partly with a view to stimulating the 
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development of a large-scale bill market in New York, which the 
Federal Reserve system was to some extent designed to attain 
and has largely failed to achieve. At the same time it would 
not appear likely that the mere availability of a new form of 
security would tend to increase the amount of foreign-owned 
funds accumulating in the United States. The volume of such 
funds depends, as we have already indicated, on factors far more 
potent than this. Briefly, the possible availability of United 
States Treasury bills may very well alter the disposition of 
foreign-owned funds, but may be expected to have but slight, 
if any, effect upon their volume. 

Perhaps the most striking item in the table has yet to be 
mentioned, namely the amount of foreign-owned money lent 
in the form of brokers’ loans. The figures for both years are 
amazingly low. The Monthly Review of the Federal Reserve 
Bank of New York, in commenting recently on the statistics of 
short-term funds, remarks that these figures would probably 
have been considerably larger if some other date had been chosen 
for the returns, since ‘‘ a number of foreign lenders in the call 
market withdrew funds on December 31, probably for ‘ window- 
dressing’ purposes.” This, however, may not be the only 
explanation. It is possible that American ‘“‘ window dressing ” 
may have led to the offer of greater inducements to foreigners 
to hold their money on deposit over the year-end rather than in 
brokers’ loans. Even so, and allowing for such a twin movement, 
the figures still seem to err on the low side. The weekly returns 
of loans to brokers compiled from figures of the reporting member 
banks in New York City divide the total, which is not all-inclusive, 
into three groups, loans “for own account,” “for account of 
out-of-town banks,” and “‘ for account of others.””’ On January 2 
this last section accounted for no less than $2,166 million, which 
represented a decline of about $156 million from the previous 
week’s figure. If we regard this decline as giving some indication 
of the strength of the year-end influences mentioned, and add to 
it the amount lent to brokers as shown in the table, we arrive at 
a figure of about $360 million, which may be taken as a very 
rough guide to what might be called the “normal” foreign 
loans to brokers about the end of last year. Even this figure, 
however, appears distinctly low in relation to the total foreign- 
owned funds in the United States, and it would almost seem as if 
some foreign-owned money in essence lent to brokers has for 
some reason been included, in replies to the questionnaire, among 
foreign deposits. It may, indeed, be taken as highly ve 
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that foreigners should own, as a “normal” arrangement, say 
$1-600 million in the form of American bank deposits against 
only $360 million employed in the call market, where better rates 
were to be earned. 

Apart from these points, arising from the individual items, 
the total debts from the United States, as shown in the table on 
p. 465, possess strong significance. The Reserve Bank Review, 
in commenting on the small difference between the two figures, 
suggests that if the return had covered all the institutions, without 
exception, in or through which foreigners held dollar funds there 
would have been even less change as between the end of 1927 
and of 1928. In any case, however, it is probably safe to say 
that no increase took place during the year in the total volume of 
foreign-owned funds in the United States. This emphasises the 
truth of the statement that the weakness of sterling has not been 
due primarily to a so-called “flow of funds” from Europe to 
America. The predominant factor has undoubtedly been the 
drastic curtailment of American long-term lending abroad. 


LONG-TERM AND SHORT-TERM FUNDS 


The essence of these facts is clear. America has been keeping 
more of her funds in her own control, and passing on a smaller 
amount to foreigners by way of loans. For some time past she 
had been lending long abroad and borrowing short from abroad. 
The surplus had been on the side of an increase in American claims, 
long and short together, on other countries, but it remains true 
that foreigners had borrowed heavily in the New York capital 
market and had accumulated larger and larger quantities of 
short-term funds in America. It followed that when foreign 
issues were restricted foreign-owned funds ceased to grow. The 
way in which the theoretical connection works itself out is simple. 
The decline in foreign issues restricts the new supplies of dollars 
coming into foreign ownership, and thus places pressure on the 
exchanges of other countries; in order to maintain their exchanges 
these other countries have to draw on their accumulated holdings 
of dollar funds. If, then, foreign issues in New York were to 
cease altogether a rapid decline might be expected in the volume 
of foreign-owned funds in New York. The two elements in 
international indebtedness are inseparable, but the governing 
partner is the quantity of long-term lending through the new 
capital market. 

Leaving the figures of foreign funds in the United States, and 
turning to the other side of the picture, we see that foreign 


1929] OBITUARY : DR. JIUCHI SOYEDA 469 


short-term debts to the United States increased over the year by 
a fairly substantial amount. America, therefore, has been to 
some extent supplementing a declining volume of long-term 
loans to other countries by an increasing volume of short-term 
accommodation. As the net result of all these movements, 
America has on balance reduced her external indebtedness on 
short-term account, while increasing, at a slower rate than before, 
the indebtedness of foreign countries to her on long-term account. 
Thus the creditor position of the United States is still being steadily 
strengthened. By one means or another the process goes on, 
irrevocably, inevitably, with the sureness almost of a law of 
nature. Indeed, it is almost a law of nature that if a creditor 
country takes all possible steps to expand her exports to foreign 
markets, and at the same time maintains an attitude of active 
dislike for foreign imports, then her investments abroad must 
pile up and up indefinitely. If the seller insists on selling and 
prefers not to buy, there is only one possible resulf. The buyer 
must go further into debt—always assuming the new debts are 
not balanced by the cancellation, with or without the consent of 
the creditor, of old debts. There is always the bankruptcy 
court at the end of the road, and it is an interesting speculation 
how far nations, as economic entities, can in practice go into debt 
without plugging the wells of accommodation. On the answers 
given to specific questions arising from this general problem 
hangs the formulation of a wise, far-seeing policy for American 
trade. 


OBITUARY 
Dr. SOYEDA 


WE announce with great regret the death of Dr. Soyeda, one 
of the oldest of the Foreign Correspondents of the Royal Economic 
Society. Soon after the Society’s foundation he was appointed 
its Correspondent for Japan and his first communication was 
published in the Journal in 1893. From that time to this he has 
continued to send to the Editor valuable notes relating to Finance 
and the progress of Economic Studies in Japan with an extra- 
ordinary regularity and faithfulness. The modesty and charm 
of his correspondence, carried on over so many years, endeared 
him to colleagues in the management of this Journal, who could 
be personally acquainted only with his familiar and beautiful 
handwriting. 

J. M. K. 
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By the death of Dr. Jiuchi Soyeda Japan has lost one of her 
leading financiers and economists. Dr. Soyeda belonged to a 
generation of Japanese whose principal life work was done in the 
reign of the Emperor Meiji, when the nation was beginning to 
organise its economic and social life on modern lines. The leaders 
of those days were earnest and patriotic spirits whose one aim was 
to see that their country should come to occupy a worthy place in 
the world and should take its proper rank among the first-class 
powers. These men have now been superseded by others, many 
of whom the fortunes of the great war raised to power and in- 
fluence. But it was the earlier generation to which Soyeda 
belonged which did the great work in laying the foundations of 
modern Japan and guiding the country through the most difficult 
period of its history. 

Born in 1864, of Samurai family, he showed at quite an early 
age remarkable powers, particularly in the execution of ideo- 
graphs, and as a child he travelled in various parts of the country 
with his father giving exhibitions of Japanese writing. One of 
his scripts, made at the age of nine, is still to be seen hanging on 
the walls of one of the leaking Tokyo temples. He entered the 
Tokyo Imperial University, where he studied Economics, and on 
his graduation continued his education at Cambridge. Here he 
came under the influence of Marshall, a fact to which he always 
referred with great pride. After a short period at Heidelberg 
he returned to Japan and was appointed private secretary to the 
Minister of Finance, later becoming Vice Minister at the early age 
of 35. In 1899, the year he received his doctorate, he was 
appointed President of the Bank of Formosa, a connection severed 
long before the decline and disastrous failure of that institution in 
the spring of 1927. On the establishment of the Industrial Bank 
of Japan in 1902 he became its first president, a position he held 
till 1913. In1915, under the Okuma Cabinet, he became President 
of the Imperial Railway Board and was later decorated with the 
first Order of Merit. 

He was a member of the Upper House, where he frequently 
took part in debates on finance. In the most recent session of 
the Diet, his last appearance, he took a leading part in a resolution 
denouncing the former Tanaka Cabinet in connection with the 
so-called ‘gracious Imperial message’’ affair—a political move 
in which the Cabinet irreverently involved the name of the 
Imperial House. 

Primarily a practical banker, he remained to the end of his life 
an untiring student of economic thought and was always in close 


\ 
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touch with the latest ideas and thought on monetary and banking 
theory. Silent and reserved in manner, great reliance was placed 
on his word, for among his friends and colleagues he had the 
reputation of never getting ruffled and remaining calm and wise 
in the most difficult emergency. He had strong humanitarian 
instincts and was one of the founders of the Labour and Capital 
Harmonisation Society, an organisation having the idealistic aim 
of restoring the one-time fraternal relationship between worker 
and master. There is a story that the police of a certain district 
of Tokyo were once very much mystified by the doings of an 
elderly gentleman who during his morning walks took a somewhat 
intimate interest in the affairs of workmen and carters, sometimes 
giving them a helping hand with their burdens. On investigating 
his identity they were very much surprised to discover that this 
benevolent old gentleman was none other than Soyeda, the great 
banker and sometime Cabinet Minister. He was one of the 
founders of the League of Nations Association of Japan and spent 
much time in his later years in working and lecturing on behalf 
of this institution in various parts of Japan. Dr. Soyeda was 
buried in Tokyo with Shinto rites, his funeral being attended by 
some 2000 mourners. 
TREVOR JOHNES 


Tokyo. 


CuRRENT TOPICS 


TuE following have been admitted to membership of the Royal 
Economic Society :— 


Bailes, H. H. Fay, H. Van V. James, Miss C. W. 
Balster, E. Fisk, Dr. E. L. Kindell, W. J. 
Biswas, H. Fordham, H. Lahiri, 8S. K. 
Boettiger, Prof. L. A. Giles, H. A. Lalvani, T. V. 
Burbridge, W. B. Goldberg, B. W. H. Lewis, H. P. 
Burnham, G. C. Grant, H. S. Lovett, W. 
Campbell, C. D. Grohman, C. J. McDonald, P. L. 
Clark, N. H. A. Grout, E. H. McMurtrie, A. F. 
Coates, W. H. Hall, F. G. Mathur, Prof. R. N. 
Cogman, W. E. Hall-Guy, E. Meade, J. E. 
Cohen, Miss R. L. Halpern, M. L. Migliorisi, Dr. F. 
Dietrich, Prof. E. B. Hannibal, T. Miller, Prof. H. E. 
Donaldson, McP. H. Hazell, W. H. Morland, T. A. 
Douglas, L. W. Horlock, A. E. Moss, A. 


Dudt, R. C. Hotelling, Prof. H. Naito, Prof. A. 
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Newbert, A. R. Rajamannar, T. Simons, Prof. H. C. 
Ouwerkirk, Miss L.C. Rathbone, H. P. Stafford, J. 

M. Rimka, A. Strickland, N. C. 
Panjabi, B. L. Rogers, E. H. Sturgeon, R. W. 
Parker, A. Rust, T. T. Sullivan, J. R. 
Parris, S. C. Sayers, R. S. Talati, B. M. 
Parsons, T. Sbarounis, Prof. A. Tomlins, W. E. 
Phillips, H. W. Scott, M. Van Sandick, A. A. 
Polwarth, J. Selck, Prof. E. Ward, J. P. 


Puscariu, Dr. A. Shukla, Prof.S.8. Wilson, J. R. 


The following have compounded for life membership of the 
Society :— 
Daroowalla, N. A. Jolly, B. M. Pearson, F. G. 
Fay, H. Van V. Majumdar, D. L. Puscariu, Dr. A. 
Gash, Rev. I. J. Mynors, H. C. B. Watson, A. D. 
Grout, E. H. 


The following Libraries have compounded for fifteen years’ 
subscriptions :— 


Cambridge University Union Society. 

City of London College. 

Glasgow University. 

Pomona College, California. 

Victoria University, Wellington, New Zealand. 


The following have been admitted to Library membership :— 


Staatswissenchaftliche Institut, Prague. 
Hessische University, Giessen, Germany. 
Polish Parliament Library, Warsaw. 
Temple University, Philadelphia. 


Pror. G. Frnpuay writes :—“ Since the failure over 
a year ago of the Reserve Bank Bill to reach the Statute Book, 
this question has been to the front. In April of this year the 
Government of India published a provisional scheme of inquiry 
drawn up in consultation with the representatives of the two 
associations of the Indian and European Chambers of Commerce, 
and of the Indian Legislature. Local Governments were also 
consulted and a Central Committee and ten Local Committees, 
one for each of the nine major provinces, and the tenth for the 
centrally administered areas, namely the North-West Frontier 
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Provinces, Baluchistan, Delhi, Ajmere—Merwara, etc. have now 
been set up. The preliminary meeting of the Central Committee 
took place in Bombay on June 28, and it considered with Sir 
George Schuster, the Finance Minister, the general lines of inquiry 
and the questionnaire to be issued to Provincial Committees. 
The aim of the inquiry is the investigation of existing conditions 
of banking in India with special reference to (a) the regulation of 
banking with a view to protecting the interests of the public; 
(6) the development of banking in the sense of expansion of both 
indigenous and joint-stock banking with special reference to 
the needs of agriculture, commerce and industry; and (c) banking 
education with a view to the provision of Indian personnel in 
adequate numbers and with necessary qualifications to meet the 
increasing needs of the country for a sound and well-managed 
national system of banking. The Central Committee has as its 
Chairman the Hon. Sir. B. N. Mitra, whose duties will commence 
on the termination of his appointment as Member of the Viceroy’s 
Council. In the meantime Sir Purshothamdas Thakurdas will 
take his place. The Committee includes representatives of the 
Federation of Indian Chambers of Commerce, the Associated 
Chambers of Commerce, the various classes of banks, including 
indigenous and co-operative banks, economics, and the general 
public—twenty-one in all. The Central Committee may also 
co-opt members locally when they examine the credit facilities 
for India’s main industries, such as cotton, jute, and coal. 
Facilities will also be offered to any of the Indian States that may 
desire to take part in the inquiry. 

“The programme will extend as at present planned, to April 
1931. From August 1929 to March 1930 Provincial Committees 
will be at work and sub-committees of the Central Committee 
will also be collecting information on the special problems which 
are its concern. From March 1930 to November 1930 the Central 
Committee will be occupied in the study of the reports of its own 
sub-committees and the Provincial Committees. Provisional 
conclusions and recommendations may be settled by the end of 
this period. From November 1930 to January 1931 joint dis- 
cussions and examination of the subject-matter of the inquiry 
will take place between the Central Committee and the Advisory 
Committee of outside experts. The final report of the Central 
Committee will be submitted by April 1930. The Charter of the 
Imperial Bank of India expires in 1931 and the Report will be 
of value when the Central Bank question will then in every 
probability be reopened. 
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“The work of the Hilton-Young Royal Commission will be 
supplemented by this investigation, an investigation that is bound 
to tackle the chief problem of Indian banking to-day—the 
establishment of close touch between the many petty indigenous 
shroffs or bankers up and down the country and the joint stock 
banks.” 


Pror. G. F. Surrras writes :—‘‘ The annual meeting of the 
Indian Economic Association was held in Mysore from January 3 
to January 5 under the auspices of the University of Mysore. 
The delegates representative of teachers and others interested in 
economics in India were welcomed by the Vice-Chancellor and 
by His Highness the Yuvaraja of Mysore. The presidential 
address of Professor V. G. Kale, Poona, dealt with Economics in 
India. He referred to the new economic awakening in the 
country, the improved teaching both in postgraduate and in 
undergraduate courses, and also to the fact that there are few 
professed economists who have attained eminence in their special 
province. The programme of the Conference was divided into 
land tenure, federal and local finance. The papers on land tenure 
stressed the necessity of better tenancy legislation. The President 
pointed out that this would not be a solution of the difficulties that 
exist. There must be an improvement in the relations between 
the landlord and the tenant. There was considerable discussion 
on federal finance and the papers read were of a high order. The 
need for readjusting central and provincial finance in India is a 
question of first-rate importance. It is a problem now under 
consideration by the Simon Commission. 

‘The delegates were the guests of H.H. the Maharaja during the 
Conference. Excursions were also arranged for the days immedi- 
ately preceding the meetings, and it was possible, thanks to Mr. 
Subba Rao, to visit the Kolar Gold Fields, the Bhadravati Iron 
Works, the Sivasamudram Hydro-electric works, and the great 
Cauvery irrigation project. 

‘“‘ The thirteenth meeting of the Conference will take place at 
Allahabad during the Christmas holidays under the Presidency 
of Mr. N. S. Subba Rao. The subjects of discussion will be 
marketing, Indian Finance, and the development of economic 
thought in the twentieth century.” 
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THE eighth of Mr. Alvan T. Simonds’s “ Economic Contests,” 
for 1929, has been announced. The subject for this year is ‘‘ The 
Federal Reserve System and the Control of Credit.”’ A first prize 
of $1000 and a second prize of $500 is offered to the writers of 
those essays which are adjudged the best. The essays should be 
written in a popular style, to interest the average person as well 
as the technically trained. A copy of the rules and further 
particulars can be obtained from the Economic Contest Editor, 
Simonds’ Saw & Steel Co., 470 Main Street, Fitchburg, Mass., 
U.S.A. Essays to be considered should reach him on or before 


December 31, 1929. 


Our Dutch correspondent writes :—“‘ It may be noted that 
the following Bills have been accepted in Holland by the First 
Chamber : 


1. The Bill to revise the financial relations between the State 
and the communes, which was dealt with in the Economic 
JouRNAL for March 1929. 

2. A Bill revising the Act existing since 1913 for Health 
Insurance of Employees; it is now permissible for insure with 
private corporations created for the purpose by organisations of 
employees and trade unions or by associations which are members 
of such organisations or unions. 

3. A Bill giving general rules for State guarantee and control 
of standardised products of agriculture, horticulture and dairy 
industries, if desired by the parties interested (Agricultural 
Export Act). 
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RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


Vol. XCII. Part II. Discussion on the National Income. A. L. 
Bowery and others. An investigation of Sickness in various 
Industrial Occupations. A. B. Hitt. Wholesale Prices in 1928. 
Editor of the Statist. 

Part III. The Limits of Industrial Employment. E.C. Snow. The 
Movement of Wages in Germany 1920—1928. E. Brescrant- 
TURRONI. 


The Economic Record (Melbourne). 


May, 1929. The Administration of Government Enterprises. 
Buianp. The Strike of the Australian Waterside Worker. 
Brown. Some Economic factors in Industrial Relations. 
Mis. Some Statistical Aspects of Australian Industry. 
Wickens. The Post-war Sex- and Age-constitution of the Ne 
Zealand Population, and some of its Economic Consequences. KE. P. 
Neate. New Zealand’s Trade with the East. W. A. McNair. 
The Railway and the Road Motor. T. HyttEn. Unemployment : 
some Recent Suggestions. C. E. Martin. Prices and Monetary 
Theory. D. B. CopLanp. 
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Transactions of the Faculty of Actuaries. 


Vol. XII. Part VI. The Statistical Groundwork of Investment Policy. 
C. M. Dovetas. 


The Sociological Review. 


Apri, 1929. Normal and Abnormal Psychology in Relation to Social 
Welfare. A. Raven. A Survey of Social Conditions and Problems 
in Margate. A. FarquHarson. Social Studies in Majorca. M. 
MAPLESDEN. 


Indian Journal of Economics. 

Apri, 1929. Indian Labour Organisation and Forced Labour. P. P. 
Business forecasting. K.B.Mapuava. Co-operation in 
the Madras Presidency. A. J. Saunpers. Land Rights in 
Bengal. I.C.Guosu. Export Duties in the Indian Empire. E.H. 
Sotomon. Necessaries, Comforts, and Luxuries. J. K. MEutTA. 


Quarterly Journal of Economics. 

May, 1929. The Current Labor Policies of American Industries. S.H. 
SticuterR. Imports of American Gold and Silver into Spain, 
1503—1660. E. J. Hamitton. The Monetary Doctrines of 
Messrs. Foster and Catchings. D. H. Ropurtson. Co-operation 
and the Rural Problem of India. C. F. STRICKLAND. 
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Journal of Political Economy. 

Aprit, 1929. Agrarian Problems of Modern Japan. D. J. ORcHarD. 
Integration in the Automobile Industry. E. Fiicer. Federal 
Regulation of Railway Securities. J. H. FrepERIcK. Sherman 
Law and Trade Union Activities. G. W. TERBORGH. Contour 
Lines in Economics. C. W. Coss. 

JUNE, 1929. Recent Federal Reserve Policy. H.L. ReEp. Agrarian 
Problems of Modern Japan. D. J. Orncuarp. Morgenstern on 
Economic Forecasting. A. W. Marcret. The 1928 Hearings on 
the Strong Bill. L.D.Epie. The evidence reported is of interest 
in relation to the practice of the Reserve Banks in relation to 
stabilisation. 


American Economic Review. 


JuNE, 1929. Small loans problem: Connecticut Experience. C. O. 
FisHer. Gold Standard in Switzerland. G. BacuMann. History 
of the London Stock Exchange. C. F. Smitu. Irving Fisher on 
Income. W. W. Hewett. State Income Tax since 1918. T. C. 
Correlation Coefficients. M. 


Review of Economic Statistics (Harvard). 

May, 1929. Gold Production: a Survey and Forecast. J. Kitcuin. 
Revised index of the volume of manufacture. W. F. MaxweE tu. 
The Census of Distribution. P. T. CHERRINGTON. Review of the 
First Quarter of the Year. 


Journal of Economic and Business History (Harvard). 


May, 1929. Roman Exploitation of Egypt in the First Century a.v. 
M. RostovrzerF. Recent Progress of American Social History. 
A. Nevins. Evolution of the Foreign Exchange Market of the 
United States. A. H. Coir. Dominance of the Trades in the 
English Coal Industry in the Seventeenth Century. J. U. Nr. 


Annals of the American Academy of Political and Social Science. 


May, 1929. This number is a comprehensive study, in thirty-six 
articles, of the question of Women in the Modern World. The main 
headings are The Women’s Movement, The Modern Home, Industry, 
Business and Professions, Citizenship, Legislation, and Integration 
of Women’s Activities. 


Wheat Studies of the Food Research Institute 
(Stanford University, California). 


May, 1929. Survey of the Wheat situation December 1928 to April 1929. 
During this period Wheat prices fluctuated widely, but remained 
at the lowest level since 1923-24. International trade was of 
record volume for the season. Low prices encouraged consump- 
tion, especially in ex-European countries, which imported larger 
quantities than ever before. But in spite of these record ship- 
ments the accumulation of stocks in exporting countries remained 
extraordinarily large. Prices in the United States were above the 
parity of world prices, with the result of a particular accumulation 
of stocks in that country. 
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JUNE, 1929. Variations in Wheat Prices. An attempt to offer a non- 
technical picture of wheat price variations, principally in the 
United States, during the past three decades. 

JuLty, 1929. The Export Debenture Plan for Wheat. An ingenious 
proposal to supplement the protective tariff by a system of export 
bounties on farm products of which the United States produces 
export surpluses. But the Institute concludes that’ the results 
would be disappointing. 


Political Science Quarterly. 
June, 1929. An Analysis of Japan’s Cheap Labour. D. J. ORCHARD. 


International Labour Review. 


May, 1929. The Question of Forced Labour. J. Goupau. Accident 
Prevention and Factory Inspection. F. Ritzmann. General 
Principles of an International Convention on the Conditions and 
Contrasts of Employment of Foreign Workers. L. VARLEZ. 
Workers’ Agricultural Programmes in Austria, England, and 
Germany. F. BAavE. 

JunE, 1929. The International Regulation of Hours of Work of 
Salaried Employees. R. Fuus. The Reform of Social Insurance 
in Austria. M. Leprrer. The Problem of Rural Settlement in 
Spain. O. Gornt. 

Juty, 1929. The functions of the International Labor Office. J. 
OvuprcErEst. Public Utility House Building. K. LiermMann. 
Social Aspects of Agrarian Reform in Latvia. F. W. v. Bittow. 
Recent Developments in Industrial Co-operation in the United States 
and Canada. J. H. Ricwarpson. 


Revue d’Economie Politique. 


Marocu-Aprit, 1929. De quelques principes directeurs de la fiscalité 
moderne. B. Nogaro. L’investment trust. C. Lazarp. Le 
financement de la consommation: vente a crédit et “‘ finance com- 
panies.” KR. NatHan. Les débuts de l’assurance-crédit a Vexporta- 
tion. G. DE TarpE. Le marché de Paris et les acceptations de 
banque. L. Pommery. 

May-June, 1929. La France économique. (Annuaire for 1929.) 


Journal des Economistes. 


Aprin, 1929. Le commerce extérieur des principaux pays en 1928. R.J. 
PrerRE. Les allocations familiales, obligatoires et généralisées. 
G. DE Novvion. An important account of this movement and its 
prospects. 

May, 1929. Le monopole de commerce extérieur en Russie sovietique. 
S. Gareas. Les grands marchés du monde et les routes com- 
merciales. R. J. PIERRE. 

JUNE, 1929. Le Budget de 1930. E.Paysen. Politique commercial et 
malaise économique international. J. Bonnet. Les travaux des 
Chambres de Commerce frangaises. X. 

JuLy, 1929. Le plan Young et les dettes interalliés. E. PayEn. 
DL’ Elevage dans le monde. R. J. PIERRE. 
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La Musée Social (Brussels). 


Marcu, 1929. Subventions pour familles nombreuses. A record, and 
discussion, of old and new methods of subsidy in Belgium. 


Révue de l'Institut de Sociologie. 


Aprit—JUNE, 1929. Les débuts du credit industriel moderne. B. S. 
CHLEPNER. 


Zeitschrift fiir die gesamte Staatswissenschaft. 


86 Band, 3 Heft. Ostpreussische Wirtschaftsprobleme. E.Si1mur. On 
the results of the Versailles Treaty to East Prussia. Kredit- 
inflation und Kredit-deflation in Theorie und Praxis. W. Miv- 
scHuH. On the special nature of War-inflation. Lausanner und . 
osterreichische Schule der Nationalékonomie. H. BayEr. The 
distinction does not lie in the mathematical method of Lausanne, 
but in the more complete conception of statistics in the Austrian 
School. Die Theorie der Steueriiberwilzung in der neuesten 
Literatur. W. TwERDOCHLEBUFF. 

87 Band, 1 Heft. Wirtschaft und Politik im Zeitalter der modernen 
Kapitalismus. O. Hintze. Emphasises their independence, in 
opposition to Sombart. Ricardo’s “‘ Notes on Malthus.” K. 
Drieut. Der Weltmarkt und die deutsche Ernie. W. M. von 
Bisstne. On measures for avoiding the influence on prices of 
overproduction abroad. 


Zeitschrift fiir Nationalékonomie (Vienna.) 

Band 1, Heft 1. This is a new review, dedicated primarily to economic 
research and statistical theory. It is also intended to publish 
abstracts of, and comments upon, theoretical articles in the chief 
economic periodicals. At the end of each number, abstracts in 
French and English are given of the articles published. 

Psychologische Okonomie in Frankreich. Wirt- 
schaft als Leben.” G. Haperter. A detailed critique of the 
writings of Gottl. Die Hlastizitét der Nachfrage nach Ersatzgiitern. 
M. Fanno. Marshall’s formula is adapted to this special case. 
Das Geldertrags-streben als Organisationsprinzip des Tausch- 
verkehrs. R. LinrMann. A reply to critics, Zwiedineck, Ammon, 
and Oppenheimer. Irving Fisher’s statistische Methoden fiir die 
Bemessung des Grenznutzens. A. Brrimovik. It is argued that 
Fisher’s results are imperfect, especially as involving comparison 
of the utilities of different persons. Das Zeitmoment in der 
mathematischen Theorie des wirtschaftlichen Gleichgewichtes. P.N. 
It is necessary to introduce time-coefficients 
between demand and supply. alkulationen und Preisberech- 
nungsmethoden. L. V. Brrox. (Translated by C. R. Frus.) 


Jahrbiicher fiir Nationalékonomie und Statistik. 


May, 1929. Kapitalismus: eine begriffliche Studie. K. Muuns. Die 
Lage des deutschen Landwirtschaft. C. V. Din1zE. 

JuNE, 1929. Internationale Konjunkturzusammenhinge. Dr. A. 
MUBLENFELS writes a detailed, entirely theoretical article 
examining world conjunctures. The analysis is particularly 
directed towards a possible explanation of the phenomenon. He 
finds that such factors as harvest fluctuations, sun spots, and 
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even technical changes and innovations cannot be ranked as real 
causative factors compared with the influence exerted by ordinary 
everyday international economic relations. Of these he makes a 
comprehensive and ingenious analysis by means of which he 
reaches the conclusion that it is erroneous to think that the 
increasing economic interlacing of the world entails progressive 
unification of conjuncture; indeed there are many important 
tendencies working towards a differentiation of conjuncture 
experience in the various national economies. These require 
closer study. Die Frage des Leistungsprinzipes. O. CoNRAD. 
Die Finanzpolitik und das Bundessteuersystem der Vereinigten 
Staaten von Amerika von 1789 bis 1926. F. Mxtset. Der Weit- 
bewerb der Verkehrsmittel, mit besonderer Beriicksichtigung Deutsch- 
lands. R. Hennic. Die Statistik der Umsatzsteuerveranlagung 
als Erkenninisquelle fur die Berechnung eines ‘‘ Index des Massen- 
verbrauchs.”” Linp. 

JuLy, 1929. Die Makute, ein Irrium der Geldlehre. A. SoMMER. 
Vom Wesen der Finanzwirtschaft. F. K. Mann. Die Statis- 
tischen Hinheiten. F. Zizex. 


Archiv fiir Sozialwissenschaft und Sozialpolitik. 

APRIL, 1929. Die geistesgeschichtlichen grundlagen der anglo-american- 
ischen Weltsuprematie. Dr. ScHULZE-GAEVERNITZ discusses, in a 
third article, the “‘ economic ethic of capitalism.”’ He denies that 
such causes as geographical location, size of population, gold 
holding, war, etc., are decisive for the rise of modern industrial 
capitalism. Instead he argues the importance of Puritanism, 
Quakerism, Presbyterianism, and Methodism—for the arch of the 
capitalist economic order rests on the three pillars of Industry, 
Frugality, and Honesty. He illustrates this thesis by references 
from Baxter, Richard Steele, William Penn and others down to 
the Methodist Josiah Stamp. Die wirtschaftliche und soziale Lage 
der Juden in Russland vor und nach der Revolution. B. Brutzkvs. 
Verbrechertum in Schleswig-Holstein. F.TOnniEs. Die Geschichts- 
philosophie Lassalles. H. Sperer. Die Entwicklung der kom- 
munalen Finanzen seit dem Kriegsende. F. Exsas. 


Schmollers Jahrbuch. 


AprIL, 1929. Der ékonomische Raum fiir den Handel im Spdtmittel- 
alter. H. Die Unternehmerpersénlichkeit in der 
modernen  Volkswirtschaft. Pror. DEGENFELD-SCHONBURG 
examines into the modern entrepreneur’s personality as affected 
by contemporary economic movements. He finds that nowadays 
entrepreneurs and capitalists are becoming increasingly separate ; 
the number of entrepreneurs is declining because of concentration ; 
his importance is also on the wane (even Schumpeter and Sombart 
recognise this) especially because of State interference and 
rationalisation—“ a rationalised entrepreneur spirit is a con- 
tradiction in itself.” Yet, so far as giant undertakings really 
live, they only do so as a result of the mighty personalities of great 
entrepreneurs. Uber Entwicklung, Handlung und Fiihrung. 
Grundbegriffe zu einer praktischen Entwicklungslehre fiir Kriegs- 
wesen und Technik. E. ScHuMACHER. Zwei Neuerscheinungen 
zu Verfassungstheorie und Verfassungsrecht. J. HASHAGEN. 


1929] RECENT PERIODICALS AND NEW BOOKS 481 


June, 1929. LHlastizitdt der Nachfrage. Pror. O. ENGLANDER writes 
an interesting article on elasticity of demand, including a discussion 
of its measurement, and ways of deciding the degree of elasticity. 
The treatment is stimulating, and is not excessively mathematical, 
but is nevertheless on somewhat orthodox lines. Mischehen und 
Ehescheidungen. R. E. May. Spaniens neueste Wirtschafts- 
politk. E. WrHRLE. Seele, Geist, und Gruppe. H. L. STOLTEN- 
BERG. 


Vierteljahrschrift fiir Sozial- und Wirtschaftsgeschichte (Stuttgart). 

XXI Band, IV Heft. Haupttatsachen der wirtschaftsgeschichtlichen 
Entwicklung. T. Mayer. Hin 100-jahriges Kartell: Der 
Neckarsalinenverein. R. LIEFMANN. 


Vierteljahrshefte zur Konjunkturforschung. 


Sonderheft 12. Meteorologische und wirtschaftliche Zyklen. Probleme 
der Wirtschaftsprognose. A. L. WAINSTEIN. 


Skandinaviska Kreditaktiebolaget. 


ApriL, 1929. Does the Stock Exchange absorb capital? G. CAssEL. 
Juty, 1929. “Idle”? Money. G. CassEL. 3 


Weltwirtschaftliches Archiv. 


JuLy, 1929. Nationalékonomie. W. SomBart. Zur Grundlegung 
einer Physiologie der Wirtschaft. R. Witppranpt. Der Floren- 
tiner Welthandel des Mittelalters. R. DavipsoHn. This number 
also contains an Essay by Dr. LzontiErF (in co-operation with 
others) on the Statistical Analysis of Supply and Demand, on the 
lines of the work of Moore, Schuster, and others, but using a 
different treatment. 

Giornale degli Economisti. 

AprIL, 1929. Ancora due parole sulla rendita del consumatore. ULISSE 
Gossi. The doctrine of consumers’ surplus throws no light on 
the subjective utility derived from consumption, but it affords a 
useful objective monetary measure of the effects of different 
prices upon amounts consumed and upon total expenditure. It 
is specially useful in connection with problems of taxation and 
monopoly. Un recentissimo programma socialista di politica 
agraria. Faxio Luzzato. An examination of the agrarian policy 
of the Bolshevik Government leads to the conclusion that the 
application of socialist principles to agriculture has, as might be 
expected, proved a failure. II risparmio e le societéa anonime in 
Italia. R. Levis. Investment Trusts. M. Pacano. Both this 
and the preceding article are devoted to a discussion of the 
functions of investment trust companies, the institution of which 
in Italy is advocated. Il porto di Genova ed il traffico di transito 
con la Svizzera. G. KOHLER. 

May, 1929. Divisione del lavoro e scambio internazionali. A. BREGLIA. 
A criticism of the classical doctrine of comparative costs in 
international trade. It is contended that this doctrine confuses 
costs with returns or yields, and that it formulates generalisations 
which are supposed to be of universal application, but which are 
only valid i certain specific conditions. Riflessioni monetarie 
sulle relazioni annuali pel 1928 dei nostri istituti di credito. ATTILIO 
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CasiaTi. An important conclusion to be drawn from a study of 
post-war banking in Italy and in other countries is the much 
greater degree of independence of the credit banks as compared 
with the Central Bank. Hence the burden of responsibility 
falling upon the former for the proper conduct of credit policy is 
greater than it was before the war. Experience has also shown 
the limitations to the power of the Central Bank to control credit 
by manipulating the discount rate, and the need for having 
recourse to other methods—e.g. open market operations and the 
holding of assets in foreign centres. L’economia italiana nel 1928. 
Pror. G. DEL VEccHrIo discusses the annual report of the President 
of the Bank of Italy and concludes that purely monetary forces 
have largely ceased to have predominant influence on the Italian 
monetary situation. La granicoltura in Italia. F.MILonE. An 
interesting study of the climatic and other conditions governing 
the cultivation of wheat in Italy. The lowness of the average 
yield (12-41 quintals per hectare in 1925-28) is largely due to the 
enormous area of land under wheat including much that is ill- 
suited to this crop. Italy would benefit by a greater diversity of 
agricultural products and by confining wheat growing to those 
parts of the country in which soil, climate, and labour conditions 
are specially adapted to its cultivation. Il porto di Genova ed il 
traffico di transito con la Svizzera. G. KOHLER. 


La Riforma Sociale. 


Marcu-—Aprit, 1929. Sul valore internazionale. A. Lorta. A brief 


note in criticism of a proposition in regard to the theory of exchange 
in international trade, sponsored by Pareto and Prof. Cabiati. 
Gli effetti della variazione del valore della moneta sui tributi. F. A. 
Répact. Changes in price levels result not merely in the direct 
imposition of financial burdens upon different sections of the com- 
munity, but also modify the real burden of the existing tax system. 
A number of factors influencing the nature and extent of such 
modifications in the amount and incidence of taxation are 
discussed. La Palestina ebraica. Pror. R. Baccur gives 
an interesting and well-documented survey, based in part on 
personal observation, of the new Jewish settlements in Palestine. 
He is critical of the policy of the mandatory Power, in particular 
in regard to taxation and the disposal of Crown lands. While 
guardedly optimistic as to the future of the Jewish national home, 
he points out that “ Palestine is a very small country, poorly 
provided with national resources, which even in its greatest days 
has only supported a very restricted population. The importance 
which Palestine has enjoyed during thousands of years has been 
out of all proportion to its size, its wealth, and its population.” 
Acquisti arate e risparmio. G. Sacerpots-lacnia. The instal- 
ment system encourages rash and unwise purchases by the facility 
with which contracts can light-heartedly be entered into. In the 
long run this system ministers chiefly to the prodigal side of 
human nature and weakens the opportunities and incentives for 
saving. Sulla attendibilita delle nostre statistiche di esportazione 
tessile. HE. Rosasco. 


May-—JunE, 1929. In memoria di Alfred Geisser. La RiroRMA 


Sooraul. Costi comparati e valore internazionale. Pror. A. 
CaBt1aTI replies to Prof. Loria’s criticism in the preceding Number. 
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Di alcunt effetti dell’ estinzione del debbito pubblico mediante un imposta 
sul capitale. M. Fastant. The Colwyn Committee’s conclusion, 
that the actual saving in annual taxation resulting from a capital 
levy to wipe out the national debt is much less than the nominal 
saving, because of the decrease in the volume of taxable wealth, 
is only true in so far as taxes are imposed on income not on capital. 
Taxes on capital, e.g. death duties, will bring in as much as before 
because of the correspondingly increased capitalization (assuming 
the rate of interest is unchanged) of all assessed incomes from 
capital, which are now subject to a smaller tax per cent. than 
before. Del cosidetto prelievo dell’ imposta e dei suoi effetti sulla 
valutazione del reddito e della richezza di un paese. Pror. L. 
EINAvUDI discusses the nature and significance of taxation in 
relation to the real income of the individual and to the community, 
and gives special attention to problems arising out of the existence 
of a national debt. La municipalizzazione dei servizi publici nell’ 
ultimo decennio in Italia. A. Sontavi. The writer laments the 
discouragement to the extension of municipal enterprise in Italy, 
which has been the rule since 1922. L’intensita del commercio 
italiano altraverso le rilevazioni statistiche. L. FRANcIosA. 


~ 


Revista Nacional de Economia. 


May-JunE, 1929. El patrén oro a la luz de la post-guerra. E. W. 
Kemmerer. La técnica del retorno al patron oro. G. BERNACER. 
Ensayos sobre la organizacion y desarrollo de la riqueza. A. DE 
MicuEL. Los problemas técnicos de la agricultura. J. B. Péruz. 
La constitucidén de sociedades y la asociacién de capitales. J. R. 
Atmansa. A statistical study of the data of the register of 
companies. 


Metron. 


Vol. VII. No. 4. Une formulation mathématique de la loi de la popula- 
tion. J. Detevsky. Das Volkseinkommen Alt-Osterreichs und 
seine Verteilung auf die Nachfolgestaaten. E. WAIZNER. 


Scientia. 
JUNE, 1929. Les voies de communication et le libre échange. G. 
RENARD. 


De Economist. 


Marcu, 1929. Rente en Verkeer I. H. W. C. Borprwisk. A 
continuation of the discussion begun in the January number with 
regard to the application of Bohm-Bawerk’s three grounds of 
interest to the ‘Robinson Crusoe”? economy. Nederlands 
aandeel in den handel van Indie Il. G. M. Stuart. In 
continuation of a previous article a discussion of Holland’s share of 
the imports into Dutch India. The Dutch share of imports has 
declined from 33-2 in 1913 to 17-8 in 1926 (partly due to direct 
shipment from the country of origin). Europe’s share has declined. 
America and Asia (particularly Japan) have increased their 
proportion. The figures (when corrected to allow for changed 
price level) show a large absolute decline in imports from Holland. 
The position with regard to butter, milk, hardware and textiles is 
discussed in greater detail. De gevaren der Engelsche Safeguarding. 
No. 155.—voL. XXxIx. KK 
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A. A. Van Rain. A review of the history of Safeguarding, 
regarded as a renewed warning to Holland not to follow the same 
ath. 

mer 1929. Suriname’s economische vooruitzichten. J.C. 
A rather pessimistic discussion of the economic prospects of 
Dutch Guiana. Its geographical position is unfavourable; it 
has no special products and it must therefore compete in the world 
market on unfavourable terms. Capital is holding back, and in 
consequence the colony is kept to a primitive level of agriculture. 
The possibilities of cultivating for export is discussed. There 
has been an increase in recent years in rice and maize. So far 
as practicable, the investment of capital in Dutch Guiana should 
be encouraged. Rente en Verkeer Il. H. W. C. BorpewisK. A 
continuation of the discussion provoked by Mr. Morreau’s article 
as to the applicability of Bohm-Bawerk’s three grounds for interest 
to the case of the “‘ Robinson Crusoe” economy. The present 
instalment is devoted to the third ground. There follows a dis- 
cussion of interest in the Socialist state. As against Mr. Morreau’s 
view that interest is a phenomenon which emerges from exchange, 
it is contended that Interest is a category ‘“‘ given with man,” 
independent of exchange, like economic value itself. Nederland’s 
aa in den handel van Indie III. G.M. Verrwn Stuart. A 
continuation of the articles on Holland’s share of East Indian 
trade, with special reference to textiles and the consequences of 
Japanese competition. There follows a discussion of the question 
how Holland’s position in the Indian market can be improved. 
It must be recognised that a part of the field is wholly lost for the 
European producer. Tariff remedies (including the possibility of 
differential duties) are discussed. The true solution lies along 
two lines: (i) Dutch industry requires to be kept better informed 
of changing conditions and better representation is necessary in 
the East Indies; and (ii) export industries must not be hampered 
by too strict application of social legislation. 

JuNE, 1929. De Controverse Clark-Van-den-Tempel. O. BAKKER. A 
defence of Clark against criticisms advanced by Dr. Van den . 
Tempel in his book Macht en Economische Wet. The discussion is 
chiefly devoted (i) to the nature of the net product and Clark’s 
treatment of the Law of Diminishing Returns; and (ii) to the 
relation between wages and the net final product. Het Russische 
Rationalisatierapport. J. J. Boasson. A commentary on the 
Report on “ The Rationalisation of the Industry of the U.S.S.R.,” 
which appeared in August, 1928. 


NEW BOOKS 


British. 


ANDERSON (G.). Fixation of Wages in Australia. Melbourne and 
London: Macmillan. 8}”. Pp. 568. 

BrayneE (F. L.). The Remaking of Village India. Being the 
second edition of ‘‘ Village Uplift in India.” H. Milford. 7}”. Pp. 
262. 5s. 
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Brayne (F.L.). Socrates in an Indian Village. H. Milford. 84”. 
Pp. 130. 7s. 6d. 
Canney (E. E.). Lancashire Betrayed. Essays on Cotton Trade 
Politics. Manchester: John Heywood, Ltd. 8}”. Pp. 127. 3s. 6d. 
Carter (S.). Commerce: an introductory study. Oxford Univ. 
Press. 7}”. Pp. 254. 3s. 6d. 

Crick (W. F.). The Economics of Instalment Trading and Hire- 
purchase. Pitman. 8}”. Pp. 128. 5s. 

Datton (H.). Principles of Public Finance. Fifth edition. 
Routledge. Pp. 297. 5s. 

Erzia (P.). International Gold Movements. Macmillan. 8}”. 
Pp. 114. 6s. 

GREENWOOD (A.). The Labour Outlook. Chapman & Hall. 
Pp. 246. 5s. 

Hewitt (H. J.). Mediaeval Cheshire. An economic and social 
history of Cheshire in the reigns of the three Edwards. Manchester 
Univ. Press. 83”. Pp. 212. 2ls. 

Hotsincer (F. E.). The Mystery of the Trade P.S. 
King. 83”. Pp. 360. 7s. 6d. 

Jones (R. W.). Bankers and the Property Seabees of 1925 and 
1926. Pitman. 8}”. Pp. 182. 6s. 

Keynes (J. M.) and Henprerson (H. D.). Can Lloyd George do 
it? An examination of the Liberal pledge. The Nation & Athenaeum. 
9”. Pp. 44. 6d. 

Latrp (J.). The Idea of Value. Cambridge Univ. Press. 83”. 
Pp. 384. 18s. 

MartTIn (P. W.). Unemployment and Purchasing Power. P. S. 
King. 7}’. Pp. 85. 4s. 6d. (cloth). 

Peppie (J. T.). The Producers’ Case for Monetary Reform. Is 
Great Britain now a second-rate power? British Economic Federation, 
Ltd. 84”. Pp. 33. 6d. 

Picou (A. C.). Industrial Fluctuations. Second edition. Mac- 
millan. 73”. Pp. 425. 25s. 

Riaz (O.). Karl Marx: his Life and Work. Translated by 
E. and C. Paul. Allen and Unwin. Pp. 419. 15s. 

SmitH (N. 8.). Economic Control. Australian Experiments in 
Rationalisation’”’ and ‘‘ Safeguarding.” P. S. King. Pp. 
306. 15s. 

Svea (A. G.). The Arithmetic and Practice of the Foreign Ex- 
changes. Pitman. 83”. Pp. 114. 3s. 6d. 

The Statesman’s Year-book. Statistical and historical annual of 
the States of the World for the year 1929. Edited by M. EpstEmn. 
Macmillan. 7”. Pp. 1448. 20s. 

TrRaNnTER (A. V.). Evasion in Taxation. Routledge. 7}”. Pp. 
197. 6s. 


American. 


American Federation of Labor. Trade Unions Study Unemploy- 
ment. Washington: Amer. Fed. of Labor. 7”. Pp. 167. 35 cts. 
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Comstock (A.). Taxation in the Modern State. New York & 
London: Longmans, Green. 73”. Pp. 240. 10s. 6d. 

FisHer (I.). The Money Illusion. New York (London: Allen & 
Unwin). 73”. Pp. 245. 7s. 6d. 

Grex (W.)(Ed.). Research in the Social Sciences: its Fundamental 
Methods and Objectives, by R. E. Park, A. A. Young, C. Wissler, R. E. 
Chaddock, R. 8. Woodworth, R. Pound, A. M. Sclesinger, J. Dewey, 
C. A. Beard. New York & London: Macmillan. 73”. Pp. 305. 
8s. 6d. 

Ketuey (T. L.). Scientific Method, its Function in Research and 
in Education. Columbus: Ohio State Univ. Press. 73”. Pp. 195. 

Lorwin (L. L.). Labor and Internationalism. New York 
(London: Allen & Unwin). 73”. Pp. 682. 12s. 6d. (Institute of 
Economics Series.) 

TANNENBAUM (F.). The Mexican Agrarian Revolution. New 
York (London: Allen & Unwin). 73”. Pp.543. 12s.6d. (Institute 
of Economics Series.) 

Van CueerF (E.). Finland: the response of Finnish‘ life to its 
geographic environment. Columbus: Ohio State Univ. Press. 84”. 
Pp. 220. 


French. 


GuksmMaNn (G.). L’aspect economique de la question juive en 
Pologne. Paris, Les Editions Rieder. 10’. Pp. xxviii + 197. 25 fr. 

JEULIN (P.). L’évolution du Port de Nantes. Organisation et 
trafic depuis les origines. Paris: Les Presses Universitaires de France. 
10”. Pp. 516. 60 fr. 

Mavpas (G.). Le prélévement sur le capital. Paris: Sirey. 10’. 
Pp. 261. 30/fr. 


German. 


Bayer (H.). Strukturwandlungen der 6sterreichischen Volks- 
wirtschaft nach dem Kriege. Ein Beitrag zur Theorie der Struktur- 
wandlungen. Leipzig & Wien: Deuticke. 10}”. Pp. 176. 12m. 

CaHNMANN (W.). Der d6konomische Pessimismus und das Ricar- 
dosche System. Halberstadt : Meyer’s Buchdruckerei. 93”. Pp. 84. 

Drent (K.). Die rechtlichen Grundlagen des Kapitalismus. Jena : 
Fischer. 93”. Pp. 63. (Kieler Vortrage 29.) 

Haun (A.). Geld und Kredit. Neue Folge. Tiibingen: Mohr, 
93”. Pp. 278. 10.80 m. 

Hermann (E.). Soziale theorie des Kapitalismus. Theorie der 
Sozialpolitik. Tiibingen: Mohr. 93”. Pp. 234. 9m. 

HELANDER (S.). Memorandum on Post-War Prospects of Steam 
Shipping. University of Kiel. 9”. Pp. 210. 

Micuets (R.). Der Patriotismus. Prolegomena zu seiner sozio- 
logischen Analyse. Munich: Duncker & Humblot. 9”. Pp. 269. 
8.50 m. 

Répke (W.). Finanzwissenschaft. Berlin: Spaeth & Linde. 
102”. Pp. 149. 6m. 
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ScHINDLER (R.). Das Problem der Berufsauslese fiir die Industrie. 
Jena: Fischer. 8’. Pp. 62. 7.50 m. 

(E.). Wie die Reparationsforderungen begriindet 
wurden. Leipzig: Akademische Verlagsgesellschaft. 9”. Pp. 37. 


Italian. 


Capiati (A.). Scambi internazionali e politica bancaria in regime 
di moneta sana ed avariata. Torino: Bocca. 93”. Pp.297. 40lire. 

Fanno (M.). Elementi di scienza della finanze. Torino: Lattes. 
Pp. 289. 20 lire. 

GrizioTTI (B.). Principii di politica diritto e scienza della finanze. 
Padova: Milani Bros. 10”. Pp. 324. 35 lire. 

Marconcini (F.). Vicende dell’ oro e dell’ argento dalle premesse 
storiche alla liquidazione della Unione Monetaria Latina (1803-1925). 
Milano : Societa Editrice Vita e Pensiero. 10’. Pp. 410. 

Masz-Dari (E.). Tre lettere inedite de T. R. Malthus (a G. Acerbi 
di Mantova). Modena. 12 lire. 

Nina (L.). Le finanze pontificie ne] medio. evo. Parte I. 
Milano: Treves. Pp. 356. 20 lire. 

Raccolta di scritti in memoria di Guiseppe Cornolo. Milano. Pp. 
453. 25 lire. 

Scuzcer (R.). La cooperazione nell’ Italia fascista. Milano. 
Alpes. Pp. 495. 20 lire. 


Danish. 


ZEUTHEN (F.). Den gkonomiske fordeling. Copenhagen: Nyt 
Nordisk Forlag. A. Busck. 92’. Pp. 522. 


Dutch. 


Backx (J. Pu.). De haven van Rotterdam; een onderzoek naar 
de oorzaken van haar economische beteekenis, in vergelyking met die 
van Hamburg en Antwerpen (The Harbour of Rotterdam; an inquiry 
into the causes of its economic importance in comparison with that of 
Hamburg and Antwerp). Rotterdam: Nygh & van Ditmar’s Uit- 
gevers-Maatschappy. 1929. 

DE Kat AncE.ino (A. D. A.). Staatkundig beleid en Bestuurs- 
zorg in Nederlandsch-Indié (First volume of an extensive work written 
for the Government on the Dutch Colonial Policy). ’s-Gravenhage : 
Nyhoff. 1929. 

De politiek van publieke en particuliere ondernemingen in Nederland 
(The Policy of Public and Private Enterprises in the Netherlands; 
report to the International Chamber of Commerce, prepared by J. E. 
VLEESCHHOUWER for the Netherlands Committee of the International 
Chamber of Commerce; has also been edited in other languages). 
’s-Gravenhage : Nijhoff. 1929. 

Gestion des enterprises publiques et privées aux Pays-Bas. Rapport 
a la Chambre de Commerce Internationale établi par les soins du 
Comité National Neerlandais. La Haye: Nijhoff. 9}”. Pp. 96. 
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Krevxniet (P. B.). Het vraagstuk der loonsverhoogingen (The 
Problem of the increases of wages). Amsterdam: H.J. Paris. 1929, 


Nepersract (J. A.). Handelsverdragen en Handelsverdrag- 
politiek (Commercial Treaties and Commercial Treaty Policy). Kam- 
pen: Kok Uitgevers Maatschappy. 1929. 


Roos gr. (H.). Japan in den Grooten Oceaan (Japan in the Pacific 
Ocean). Amsterdam: H. J. Paris. 1929. 


Smit (H. J.). Bronnen tot de geschiedenis van den handel met 
Engeland, Schotland en Ierland (Sources of the History of Dutch trade 
relations with England, Scotland, and Ireland). Ryks Geschiedkundige 
Publicatie ’s-Gravenhage: Nyhoff. 1928. 


The Netherlands and the World War; Netherlands Series of 
Economic and Social History of the World War, edited for the Carnegie 
Endowment for International Peace. New Haven, Yale University. 
1928. (Volume I, van der Flier (M. Y.). War Finances in the Nether- 
lands up to 1918 appeared in 1923.) 
Volume II. ZaauBere (C. J. P.), The Manufacturing Industry ; 
DeMoncuy (E. P.), Commerce and Navigation; RomEyn 
(H. J.), The Housing Problem; Postuuma (F. E.), Food 
Supply and Agriculture; Mrtnorst (H. W.), The Cost of 
Living, Prices and Wages. 

Volume III. Carpentier Autine (J. H.) and De Cock Bunine 
(W.). The Effect of the War upon the Colonies. 

Volume IV. VissERING (G.) and WESTERMAN Hotstyn (J.). The 
Effect of the War upon Banking and Currency; BorpDEwyK 
(H. W. C.). War Finances in the Netherlands, 1912-1918 : The 
Costs of the War. 


vAN MEcHELEN (P. A. A.). Zeevaart en zeehandel van Rotterdam 
(1813-1830) (Shipping and sea-borne trade of Rotterdam). Rotter- 
dam: Wed. Benedictus. 1929, 


Verslag van De Javasche Bank 1928-1929 (Report of the Java 
Bank for the period April 1, 1928-March 31, 1929) [An English 
translation of the report will be published shortly]. Weltevreden: 
G. Kolff & Co. 1929. 


Verslag van De Nederlandsche Bank N.V. 1928-1929 (Report of 
the Netherlands Bank for the period April 1, 1928-March 31, 1929) 
[An English translation of the report will be published shortly]. 
Amsterdam: Blikman & Sartorius. 1929. 


Swedish. 


Huss (E.) and Hacstrém (K.-G.). Bond Values. Obligations- 
kurser. Tables. Stockholm: Kungl Boktryckeriet, Norstedt & 
Séner. 9}”’. Pp. 202. 


Official. 
H.M. Stationery OFFICE. 
Report of the Ministry of Labour for 1928. (Cmd. 3333.) 
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